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Mining and Manufacturing 
Phosphate * Potash © Fertilizer * Chemicals 


* 
Dividends were declared by the 


Board of Directors on 
November 17, 1949, as follows: 
4% Cumulative Preferred Stock 

31st Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 
$5.00 Par Value Common Stock 
Regular Quarterly Dividend of 
Fifty Cents (50c) per share. 

Both dividends are payable December 30, 
1949, to stockholders of record at the 
close of business December 9, 1949. 
Checks will be mailed. 

Robert P. Resch 
Vice President and Treasurer 


* 
INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


General Offices: 20 North Wacker Drive, Chicago 6 














Beneficial 


Industrial Loan 
Corporation 


DIVIDEND NOTICE 
Nividends have been declared by 
the Board of Directors, as follows: 
CUMULATIVE PREFERRED STOCK 

$3.25 Dividend Series of 1946 


$.81!/, per share 


$4 Dividend Series of 1948 
$1 per share 
(for quarterly period ending 
December 31, 1949) 


COMMON STOCK 
A cash dividend of $.37Y2 per 
share and, in addition, a 10% 
stock dividend payable in common 
stock of the Company. Bearer 
scrip certificates will be issuable in 
lieu of fractional shares. 
Both the cash and stock dividends 
are payable December 30, 1949 to 
stockholders of record at close of 
business December 5, 1949. 


PHILIP KaApPINAs 
Treasurer 


November 17, 1949 








LOEW'S INCORPORATED 


MGM PICTURES + THEATRES » MGM RECORDS 


November 10, 1949 

x) The Board of Directors has declared 

-*if a quarterly dividend of 374%c per 

share on the outstanding Common 

x Stock of the Company, payable on 

December 31, 1949, to stockholders of record 

at the close of business on December 13, 
1949. Checks will be mailed. 

CHARLES C. MOSKOWITZ 


Vice Pres. & Treasurer 
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HE BRINGS AN ARMFUL 


of Courtesy Too 


The man who comes to install or 

repair your telephone brings something 
pair y Pp 8 

more to your home than equipment, 


tools and efficiency. 


He brings courtesy and consideration 
and a genuine desire to please. 

Ife treats your home and the things 

in it as carefully as though they were 
his own—cleans up and puts everything 


back in place when he’s finished. 


He brings along the realization that 

he is the representative of thousands of 
telephone men and women you may 
never see—all working together to 

give you friendly, constantly improving 


telephone service at reasonable cost. 
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Economics =: Securities. 
Foreign Affairs,“ -) Politics 


The Trend 


MR. BYRNES SPEAKS AGAIN .. . James F. Byrnes, 
formerly staunch New Dealer who has held high 
offices and generally supported two democratic pres- 
idents, has recently spoken and the country has 
listened to him with considerable interest. Mr. 
Byrnes has criticized Fair Dealism before but never 
as vigorously as on this latest occasion. His words 
deserve the widest possible attention. He pulled no 
punches. 

Here was a complete argument against more 
spending, against reckless spending, against more 
taxation, more government, all summed up in a 
virtual indictment of the Administration. If it is a 
sign that opposition to governmental paternalism is 
rising and spreading across party lines, it must be 
welcomed, for that it would seem is just about the 
only way in which this tide can be stopped. 

The increasing dependence on Government is an 
old story, yet the degree of public unawareness of it 
is surprising. The growing concentration in Wash- 
ington is familiar to everyone. There are the stage- 
by-stage but ever-advancing socialistic programs 
which are now taken almost for granted in our 
national search for comfort and security, for wel- 
fare and what have you. There 


E. A. Krauss, Managing Editor 





ARTHUR G. GAINES, Associate Editor 
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- ~- Industry 
Business 


of Events 


vide for it. It is no doubt this trend which moved 
Mr. Byrnes to say that many people seem to be 
“more afraid of life than of death.” 

Above all, he did make the sharpest kind of case 
in pointing out how big Government is constantly 
growing bigger, living beyond its income in sup- 
posedly good times, ever demanding more, and in 
the expansion getting further and further out of 
control. If, as Mr. Byrnes says, our real trouble is 
debt and taxes, the solution would hardly seem to 
be more debt and more taxes. Yet that is exactly 
what’s in the offing. 

It is time that the people pay more attention to 
these problems. It won’t do to say that there is little 
prospect of an about-face toward economy in the 
national Government, and merely to “point with 
despairing indignation.” Something can and should 
be done about it! 


MONOPOLY UNDER SCRUTINY... A new answer to 
the old problem of economic concentration, or “big- 
ness” in business, is being sought these days in 
Washington. Strangely zealous, some members of 
Congress have given up a large part of their short 
vacation to search for a solu- 





is nothing irrational in these 
human desires; what is dan- 
gerous is the growing tend- 
ency to depend completely on 
Government for their realiza- 
tion. Time used to be when 
people took pride in creating 
their own comforts, their own 
security, their own welfare. 
Now, ever more, the thought 
is: Let the Government pro- 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column , . : 
“What's Ahead for Business?” This | Which no doubt wil come in 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s market, don’t miss it! 


tion to this puzzler of long 
standing. They are working 
overtime to find an answer 


handy in an election year. 
As was to be expected, the 
interrogation of witnesses 
runs the gamut of all the old 
and a few new questions: 
How big is big? Should the 
Government limit the size of 
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corporations? Is bigness driving the country towards 
socialism? Are the present anti-trust laws adequate? 
Does “bigness” sacrifice efficiency, and vice-versa? 

Those in charge of the investigation have con- 
tended that the monopoly problem still is as acute 
and unsolved as it was when the Sherman Anti- 
Trust Act became one of the laws of the land fifty- 
nine years ago. Hence the thought that the Act 
should be modified or the Clayton Anti-Trust Act 
revised. Fortunately one overriding consideration 
seems to be that nothing must be done to retard the 
economic growth of the country. Let’s hope this 
thought will remain immune to political onslaughts. 

It occurs to us that the trouble may not be so 
much with the anti-trust laws but with their inter- 
pretation, and their interpretation certainly seems 
to have changed in recent years. Nothing in the law 
says that bigness is a crime, yet there are those who 
would make it one. Certainly there is nothing to 
prove that “bigness” in itself is harmful; an excel- 
lent case could be made for the opposite contention. 

Where would we have been during the last war 
without our big industries? And how could we ever 
have built up our present standard of living with- 
out our big mass-production industries? Small busi- 
ness, even medium-size business, could never have 
matched its record. And where would small busi- 
ness be without big business, one might add? Any 
limitation on the size of a business certainly is 
bound to hurt large and small business alike. Their 
interrelation is well known; one depends on the 
other and both have their definite place. 

What the investigators should chiefly concern 
themselves with is not the bigness in business but 
monopoly. They should revert to the original sense 
and interpretation of the anti-trust laws and see 
that they are enforced, rather than try to read a 
new meaning into them which was never contem- 
plated. Recent trends in anti-trust enforcement have 
reflected a radical change in basic policy, it would 
seem. It is high time for Congress to clarify the law 
and remove any ambiguities that may exist so that 
it cannot be twisted and warped to fit purely politi- 
cal motives. 


CONSUMER SPENDING... Those concerned with the 
trend of retail trade, and there are many who 
viewed with a degree of anxiety the lag in store 
sales in recent months, will be interested in a recent 
analysis by the Federal Reserve Board and the Com- 
merce Department which shows that the American 
people are spending almost two-thirds as much on 
autos and auto parts as they spend on shoes and 
clothing. The former two, in actual figures, take 
$6.20 of each $100 spent on consumer purchases. 
Shoes and clothing get $9.90. And never before has 
the outlay on autos and accessories gone so high. In 
1939, for instance, autos and auto parts accounted 
for only $3.10 of each $100 of consumer spending 
while clothing and shoes took $10.40, food and drink 
$28.60, and furniture and household equipment $5. 

All of which shows why we have enjoyed a high 
Jevel of retail trade while soft goods stores as a 
whole have not been particularly happy about their 
share of business. This applies particularly to ap- 
parel but also to numerous other consumer articles. 
Durable goods stores by comparison have been doing 


markedly better and their performance of course ~ 


has been substantially ‘“‘weighed” by the boom in 
auto sales. Just how great this boom was is evident 
if we consider that the automobile industry during 
the first ten months of 1949 alone has sold 5,430,093 
units compared with 4,329,622 units in the same 
period of 1948. 

That means that a sizable part of the consumer 
dollar has gone into automobiles, not only of the 
consumer income dollar but of the consumer credit 
dollar as well, and it is natural that some other 
segment of the economy had correspondingly 
tougher going. After all, consumer dollars can only 
be spent once. 

But there is a ray of hope for makers and mer- 
chandisers of soft goods who have felt adversely the 
impact of record automobile sales. Things are likely 
to be better from now on. What with the most 
pressing demand for new cars substantially filled, a 
bigger slice of the consumer dollar should hence- 
forth be spent for other purposes. From an overall 
economic standpoint, it means that though the auto 
boom may taper off, other industries stand to bene- 
fit therefrom. Prosperity will remain as long as con- 
sumer incomes stay high, and they have been hold- 
ing high, flowing at the rate of $210.6 billion 
annually in the third quarter, a solid 190% above 
1939, though off 3% from the 1948 peak. 


THE BUILDING BOOM .... One of the most reliable 
props to current high level activity throughout the 
economy has been substantially strengthened by the 
latest reports of the Departments of Commerce and 
Labor on new home construction. Prediction that 
building other than farm homes in 1949 would ex- 
ceed the former 1925 high of 937,000 units provides 
encouraging news. Earlier in the year, estimates 
that construction of homes in 1949 would be less 
than 900,000, somewhat below the 1948 record, have 
proven too conservative with the 1949 figure now 
certain to reach an all-time level. During a year of 
so much general uncertainty and so many readjust- 
ments, this vigorous progress by the building indus- 
try has gone far to maintain employment, as well 
as to swell demand for a long list of essential ma- 
terials and transportation. 

More significant, probably, is the growing evi- 
dence that the current building boom will continue 
unabated throughout 1950 or even for several more 
years. The Census Bureau has announced that by 
January 1, our population will undoubtedly cross 
the 150 million mark, thus adding to the still large 
unsatisfied demand for new homes. Certain factors 
that stimulated home construction in 1949, further- 
more, should be influential on an increasing scale 
next year. Among the latter is liberalized Govern- 
ment financing for the purchase of homes and 
rental privileges. Moreover, builders and lenders 
alike have aggressively turned to the construction 
of lower-priced homes, in the process being aided by 
improved labor efficiency and productivity. Elimina- 
tion of materials shortages, reduction of profit mar- 
gins and better planning also enter the equation. 

With disposable income likely to continue at a 
fairly high level for some time to come, all signs 
indicate that residential building can be counted 
on to contribute substantially to well sustained in- 
dustrial activity in 1950. Very large amounts of 
lumber, cement, building (Please turn to page 253) 
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As J Seo Jt! 


BY ROBERT GUISE 


FIRM ACTION NEEDED 


rough Angus Ward, the American Consul 
General in Mukden, and Vice Consul Stokes have been 
released by the Chinese Comunists, it must be clear 
by now that these incidents are merely part of a 
deliberate communist campaign to embarrass and 
humiliate the American Government and make it 
lose face in the eyes of all the peoples of Asia. As 
a result of these cases 
and our own bun- 
gling policies, we 
doubtless have suf- 
‘fered a tremendous 
loss of prestige and 
the Chinese Reds 
have gained propor- 
tionately. They are 
making enormous po- 
litical hay out of it 
and are not likely to 
stop unless our Gov- 
ernment gets really 
firm. Sending ‘strong’ 
notes of protest sim- 
ply will not do. It 
takes something 
stronger than that to 
impress the Com- 
munist regime in 
China. A_ blockade, 
for instance, would 
be far more impres- 
sive and painful as 
well. Instead, Amer- 
ican ships are trad- 
ing with communist- 
held ports, and being 
Shelled by the block- 
ading Nationalists. A 
strange state of af- 
fairs indeed! 

In advocating firm action, we are not ignoring the 
difficulties involved. Despite the understandable 
temptation to seek some means of forthright retalia- 
tion, it must be realized that firm action would also 
Increase our difficulties. How could we, for instance, 
guarantee the safety of any American in China in 
the event of retaliatory steps on our part? And to 
recall all our nationals would on the other hand 
merely play the game of the Kremlin which obvi- 
ously desires to remove all American influence from 
China just as it desires to remove American and 
Western influence from Eastern Europe. Yet there 
are times when firmness is in order despite possible 
consequences. 

After all, what’s going on is a cold war for the 
hearts and allegiance of the people not only of China 
but of all Asia. Unless we stop the Chinese Reds 
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from thumbing their noses at us with impunity, 
how can we expect the peoples of the Far East to 
cast their lot with us in the fight against com- 
munism? If all we can do is call upon thirty nations 
including Siam, Burma, Panama and even ‘Iron 
Curtain’ countries to help us obtain the release of 
our diplomatic representatives, we are in pretty bad 

shape, for that sort 

of thing will do our 

rapidly dwindling 
“| prestige in Asia no 
good. 

The fact is that 
firm action taken 
months ago would 
have prevented the 
situation which has 
arisen now. The 
Ward case is only 
the most spectacular 
of the many instances 
of mistreatment of 
Americans in Red 
China. But in han- 
dling them we bun- 
gled again and again, 
just as we bungled 
our entire China pol- 
icy. If we let things 
ride now as we have 
done in the past, we 
will lose Asia to the 
communists by sheer 
default, by progres- 
sive loss of face clev- 
erly engineered by 
the Reds and against 
which we appear to 
have no defense ex- 


Loring in The Evening Bulletin 


cept ineffectual protests. 

It is becoming obvious that merely withholding 
recognition of the Red regime in China is not 
enough ; recognition of course is out of the question 
in view of their cynical repudiation of the obliga- 
tions of international comity. We must act to recover 
our lost prestige in the Far East, and the policy of 
‘waiting and studying the situation’ which appar- 
ently we have adopted, will hardly go far in this 
direction. 

What’s needed is astute employment of every 
American asset including propaganda but also our 
power to blockade the China coast. That, rather 
than the dispatch of stern notes, may change the 
attitude of the Chinese Reds towards Americans, 
and eventually even the character of Chinese Com- 
munism. What we must do, in short, is to strive to 
maintain American in- (Please turn to page 254) 
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Is Market Topping Out? 


We continue to believe that upside potentials for the general run of common stocks are 
unimpressive. The response to favorable dividend news, now largely out of the way, has 
been notably mild. Recent indications suggest much distribution and may foreshadow 
a reaction of some proportions. There is no change in our conservative policy. 


By A. T. 


bi: he net change in the general market position 
over the past fortnight has been indecisive. As re- 
gards the trend-pattern within this period, much de- 
pends on which price average or index yeu look at. 
In terms of the Dow-Jones industrial average, still 
widely followed despite its inadequacies and short- 
comings, a minor reaction from the early-November 
high was completed during the week ended November 
19, after which the average rose to a new high, which 
surpassed the year’s best previous level. by less than 
a point; and topped the 1948 high (most advanced 
level since 1946) by a still smaller margin. The aver- 
age has flattened out, a trifle under its high, in recent 
sessions. 

The pattern of the Dow utility average is generally 
similar to that of the industrials, in that all previous 
highs since 1946 have been bettered in some degree. 
However, the maximum range of fluctuation is quite 


MILLER 


moderate, since the action of the majority of utility 
stocks is dominated by investment-yield considera- 
tions. Thus, the 1949 range to date is: low, 33.36; high, 
39.50. On the other hand, the performance of the rail 
average—to which many people attach a barometric 
significance not justified under modern industrial re- 
lationships—remains poor. It has been stymied for 
weeks under its October 11 rally high; and that was 
well under its 1949 top, seen last January, as well as 
still further under the recovery highs of both 1948 
and 1947. 


Evidence of Distribution 


During the month of November, quite a few of the 
stocks comprising the Dow industrial average have 
had the benefit of extraordinarily good dividend news. 
Nevertheless, the net progress of the average has 

been both laborious and slight; and, 
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moreover, it has depended on the indi- 
vidual action of a small minority of these 
30 hand-picked stocks. (A detailed dis- 
section of the average is presented in 
For Profit and Income on page 238.) In 
other words, even this average, which is 
well ahead of the real market, has been 
doing more “churning around” in recent 
weeks than advancing—a type of action 
suggestive of distribution. 

220 When you look at broader and more 
accurate indexes of stock prices, especi- 
ally the weekly indexes of this publica- 
tion, charted on the opposite page, the 
indications of distribution are much more 
emphatic. Our index of 320 stocks is ma- 
terially under its early-November high, 
and that high was roughly 15% under 
the 1948 recovery top. On the whole mar- 
ket rise since last June, our index of 100 
low-priced stocks has reflected a de- 
ficiency of speculative confidence, as com- 
pared with its performance on the chief 
intermediate recoveries of 1948 and 
1947; and it has shown sagging tenden- 
cies in recent weeks which should not be 
lightly ignored. For one thing, relatively 
backward action by this index fore- 
shadowed the end of the 1942-1946 bull 
market by a matter of several months, 
just as its relatively good action fore- 
shadowed the end of the 1939-1942 bear 
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vestment demand, since it is 
so largely influenced by divi- 
dend yields and is so highly 
selective. 

Distribution is additional- 
ly suggested by the weaken- 





|H 





ing supply-demand balance 
shown by the accompanying 


Market Support chart. Thus, ' 
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all of the technical indica- 
tions we have cited appear 
to imply that the chances 

















are against a further rise of 
significance. If so, it is hard 
to see how a general sell-off 


YEARLY RANGE 
DOW-JONES INDUSTRIALS 
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of some proportions can be 








avoided. The market must 
contend currently with con- 








siderable selling actuated 











by the desire to establish 
either profits or losses with- 





in 1949 for tax purposes. 





In most recent years this 
pressure has continued into 











December, followed by some 
degree of year-end rally. 
However, under SEC regu- 
lation and high income 
taxes, both of which have 
greatly reduced the earlier 
importance of professional 
short-term trading opera- 
tions, year-end rallies have 
been pretty tepid affairs in 
recent years, unless there 
were more than purely sea- 
sonal factors at work also. 
In our view, year-end possi- 
bilities in this instance are 
limited both by prevailing 
uncertainties and by the fact that the market has 
already had a substantial intermediate rise. It is no 
happenstance that year-end advances have been rela- 
tively wide only in dynamic bull-market years, with 
speculative confidence high; or in bear-market years 
when sharp rallies were facilitated by the powerful 
technical springboard set up by preceding months of 
drastic decline. 

As noted before, year-end dividend news has been 
highly favorable; and even rather spectacular in 
some cases, although the over-all decline in corporate 
earnings was merely slowed somewhat during the 
third quarter. Where dividend boosts have been espe- 
cially good, as for instance in the case of the widely 
held General Motors, market response has been far 
less than proportionately good. On the contrary, much 
profit-taking has resulted on the reasoning that more 
liberal payments had already been largely discounted 
by prior market rise, that the best possible news was 
now “out of the way,” and that the higher the divi- 
dend, the more abnormal should it be considered on a 
longer-term view. Where extras have been smaller 
than had been expected, stocks have sold off readily. 
The recent lift in Chrysler’s regular annual rate from 
$5 to $6 having failed to move this stock out of its 
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three-year trading range, conjecture now centers on 
whether there will be a year-end extra! If there were 
real long-term confidence, the previous $5 rate would 
have sufficed to put the stock much higher than it is. 
In relatively few recent instances have there been sig- 
nificant moves either way in individual stocks, except- 
ing as related to dividend-earnings news. 


Soon The News Will Shift 


The market will get much less support from divi- 
dend news in December than it had in November, for a 
majority of companies able to pay extras have already 
announced them. And in January, for sometime there- 
after, the news that the market will probably be most 
interested in will be made in Washington. The Presi- 
dent will formally raise the issue of higher taxes on 
corporations and, perhaps, on upper-bracket personal 
incomes. Probably Congress will turn thumbs down 
on that for 1950, but what about 1951? One reason for 
unusually high stock yields is that they have to be 
high to compensate for the underlying risk of even- 
tually higher taxes, if Fair-Deal spending and “social- 
justice” policies continue to get majority approval at 
the polls. In this basic (Please turn to page 253) 
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E. A. KRAUSS 


bi he ranks of those who fear that we may 
be in for another dose of inflation, at least of the 
“creeping” variety, appear to have been considerably 
swelled of late as a consequence of a number of devel- 
opments. Foremost among them stands of course the 
return to deficit financing and the pursuit of Govern- 
ment policies with a clearly inflationary tinge. Labor’s 
pension drive and Government support of bigger and 
better social security is constantly adding fuel to the 
fire on the theory that pension and higher security 
payments, no matter how desirable, constitute addi- 
tions to the wage bill that in some cases must, and in 
most cases will be passed along in higher prices. 

Elsewhere, too, inflationary trends appear rather 
more in evidence than their opposites. In a good many 
sectors, prices have been firming and point to a fur- 
ther strengthening in the months ahead. The price de- 
flation which began early this year appears to have 
stopped for most products, and with many industrial 
raw materials in what at present at least looks like a 
slow uptrend, finished goods prices promise little in 
the way of further sharp drops. 

Hence the talk of a “creeping” inflation, of a forth- 
coming period of price mark-ups, of cost increases 
that will force price increases. This sort of talk is not 
confined to jittery businessmen or to those who would 
like to promote rising stock prices. The idea is, in 
somewhat different fashion, seriously discussed even 
in sober and conservative circles. 

Thus Mr. Randolph Burgess, chairman of the exec- 
utive committee of the National City Bank of New 
York and a recognized leader of the nation’s banking 
industry, only recently expressed the belief that the 
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country may be headed 
for some more inflation. 
Weighing the relative 
* strength of economic 
forces making for an up- 
turn or downturn, he 
concluded: “I am inclin- 
ed to think inflationary 
possibilities now are a 
little stronger.” To off- 
set this tendency, he 


Federal Reserve Board’s 
recent policy (which 
was calculated to stem 
any business recession) 
by beginning to tighten 
up on the supply of mon- 
ey and credit. 

Marriner S. Eccles, 
member of the Board of 
Governors of the Fed- 
eral Reserve System 
(and formerly its chair- 
man) likewise feels that 
immediate prospects are 
inflationary though he 
admits that the long run 
national problem is de- 
flationary. He listed a 
variety of reasons for 
the inflationary outlook: 

Bank credit is begin- 
ning to expand again; 
there is an excessively 
rapid growth in consum- 
er credit on favorable 
terms; a great growth in housing credit with small 
down payments; a rapid expansion in state and mu- 
nicipal debt; the expected $5.5 billion Federal budg- 
et deficit for the current fiscal year and the prospect 
of another one in fiscal 1951; payments of $2.8 bil- 
lion in insurance refunds to veterans; the Govern- 
ment’s agricultural price support program which 
tends to sustain an inflationary price level in the field 
of agriculture; the present labor picture with empha- 
sis on cost-raising worker pensions. 

This is indeed a formidable array of factors that 
admittedly pull towards inflation, hence the wide- 
spread belief that we shall have more rather than 
less of it, particularly since it is realized that it will 
be difficult, politically and economically, to change 
many of these trends in the foreseeable future. But 
fortunately there are also counter-forces which prom- 
ise to do more than just hold the balance. In the tug- 
of-war between inflation and deflation, they may well 
outpull the factors working in the direction of infla- 
tion. 


How Much Inflation in Deficit Spending? 


Let’s look first at deficit spending, easily looming 
biggest in the calculations of those who see more in- 
flation ahead. Actually it is our belief that it furnish- 
es no more than a cushion against further deflation. 
One point to bear in mind is that the bulk of the budg- 
et deficit is due not so much to higher Government 
spending as to lower tax receipts because of deflation- 
ary trends in the economy. The budget has been in- 
creased only by $1.6 billion; the difference between 
that and the prospective $5.5 billion deficit represents 
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a drop in revenue. Under such circumstances, the def- 
icit does not add a great deal to consumer incomes 
but rather maintains jobs which otherwise might 
have become vacant. In short, the stimulating effect of 
the deficit is not what it is cracked up to be. It will 
help broaden our credit base, to be true; but money is 
already overabundant with business far from over- 
anxious to borrow. 


Deflationary Offsets 


An equally important point is that it is extremely 
unlikely that the prospective deficit spending wiil 
offset the estimated further decline of 13% in farm 
income, the perhaps 25% contraction in commercial 
exports and the lower capital expenditures which 
must be anticipated in the year ahead. We shall be 
lucky if all these factors balance out; we greatly 
doubt it. If they don’t, the pull will be towards defla- 
tion rather than otherwise. The trend might be ob- 
scured for a time by such developments as the impacts 
of the present post-strike catching-up spurt but this 
would be strictly temporary. 

What about price tendencies? Does the recent firm- 
ing in various sectors portend renewed inflation? 
That, too, may be doubted despite the various cost- 
raising elements which have lately entered the equa- 
tion. 

Wholesale prices for a wide variety of consumer 
goods are now slightly firmer than in the recent past, 
but since production facilities are ample, there is no 
present prospect for shortages which could generate 
inflationary trends. The public remains cautious in 
its buying attitude and rising prices would immedi- 
ately encounter vigorous resistance. Moreover, the 
nation’s industrial plant is capable of turning out a 
far greater volume of goods than at any time in his- 
tory. Higher costs are bound to intensify competition 
but they are not likely to produce new inflation. At 
worst, they will arrest deflation, at least temporarily. 

If demand were heavy and urgent, and industry op- 
erating at capacity, it might be a different story. But 
neither is the case. Both the public and business have 
returned to their nor- 
mal pattern of buying; 
there is no tendency to 
build up excessive 
stocks either in the 
home, in the stores or 
in industrial plants, 
since there is neither 
fear of shortages nor 
genuine fear of real 
price inflation. More- 
over, most industries 
are operating well be- 
low capacity today, and 
this being so, neither 
higher costs nor in- 
creased demand per se 
should mean _ higher 
overall prices. With 
industry operating be- 
low capacity, any spurt 
in demand would mere- 
ly bring more produc- 
tion. And under the 
same circumstances, 
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duction costs alone, in a highly competitive environ- 
ment, may merely intensify the urge for increased 
productive efficiency. At worst, it will produce slim- 
mer profit margins before business will go to the ex- 
treme of raising prices. It may, however, prevent the 
lowering of prices. 


Effects of Pensions 


It is well to bear this in mind particularly when it 
comes to appraising the possible effects of pensions, 
the new burden on production. They certainly will add 
to production costs and the first reaction will doubt- 
less be an attempt to raise prices accordingly. The 
question is: Can it be done, and how long? Elsewhere 
in this issue, in an article discussing the wage factor 
in industry, we have enlarged somewhat on this par- 
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ticular subject. The conclusion must be that pensions 
will not nearly be as inflationary as generally, and 
prematurely, thought by many. This also holds partic- 
ularly true if Congress next year provides for larger 
Federal old age benefits as the Administration insists 
upon. If so, this will cut pension costs for private in- 
dustry though it will also raise social security taxes 
for employers and employees. 


Pensions vs. Wage Boosts 


Another angle is that there is a difference between 
a pension charge and a wage boost. A wage boost 
raises not only the operating costs of business but also 
current income of the workers and this increment, as 
far as the workers’ purchasing power is concerned, 
could conceivably add to inflationary pressures. But 
such is not the case now. Worker income is not in- 
creased by pensions; it may even be lowered where 
workers contribute to pensions. All in all, the impact 
of the pension drive can by no means be compared 
with the postwar rounds of wage boosts which were 
plainly inflationary because they lifted not only the 
worker income and therefore their demand for goods, 
but also production costs. 

While, then, it would be erroneous to say that po- 
tentials for more inflation do not exist, it would be 
equally erroneous and certainly premature to insist 
that more inflation is inevitable. In the final analysis, 
the nation’s capacity to turn out goods and services 
on a vast scale is a decidedly restraining factor. True, 
the money supply is great and costs tend to go on 
rising slowly. But the potential flood of production, 
both by industry and agriculture, is immense and 
great enough to keep prices in check. Goods should 
be available at present prices to satisfy virtually all 
effective demands, and prices in time may actually 
come down. While they may not come down much, the 
prospect of further deterioration of the dollar’s pur- 
chasing power appears slim. 

What is disquieting to many is of course the pos- 
sibility of a whole series of budgetary deficits, and 
what it might portend. Deficit financing, as recent 
official utterances indicate, appears to have become 
a national policy rather than an inescapable necessi- 
ty, for it could be avoided by proper economy in Gov- 
ernment. As it is, the economic readjustment that be- 
gan toward the end of 1948 was not sufficiently de- 
flationary to warrant a return to peace-time deficit 
financing. The business readjustment to-date certain- 
ly has at no time assumed a serious character. The 
decline in employment and prices was moderate, and 
~~ ‘se product and income remained at a high 
evel. 


Deficit Financing Combats Deflation 


But as conditions changed, the Government was 
quick to change its economic policies. Whereas early 
in 1949, the Administration was primarily consid- 
ering ways and means of curbing the forces of infla- 
tion, it later on adopted measures intended to prevent 
the mild readjustment from becoming a serious re- 
cession. Deficit financing as currently indicated must 
be viewed primarily in this light. Once more the econ- 
omy has come strongly under the influence of meas- 
ures taken by Congress and the Administration not 
because of any threat of further inflation but because 
of the fear of undesirable deflation. 

This should be borne in mind by those prone to be- 
come overanxious about renewed inflation. If we find 
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the Administration not averse to injecting an element 
of inflation into the economy, it does so primarily to 
combat deflation and recession. In the long run, the 
latter is viewed as the greater threat particularly at 
a time when a prosperous, high-level economy is not 
only an avowed political and social goal, but imperative 
in the national interest. 


In all this, we must not forget the role of supply 
and demand, of overriding importance as we still have 
a free market economy. And the fact is that demand 
for many types of goods, particularly durable goods, 
is in a declining phase. This applies to automobiles, 
household goods, industrial equipment, industrial and 
commercial construction and probably even residen- 
tial building after the first half of next year; in all 
these lines, backlogs are dwindling and demand hence- 
forth will be on a current basis. Logically, it will take 
corresponding increases in the demand for other 
goods to offset the contraction in these markets, and 
such offsets are not readily in sight except via pump 
priming. 


Basic Trend Favors Gradual Deflation 


In our view the basic trend, regardless of minor and 
shortlived tendencies over the near term, favors grad- 
ual deflation rather than inflation, and inflationary 
elements currently tugging on the economy can no 
more than arrest this trend, temporarily, unless far 
more pronounced inflationary policies are institut- 
ed by the Government. We may be wrong, but to us 
the argument against inflation still sounds more con- 
vincing than that for it. We consider a new inflation- 
ary wave highly unlikely at this time. With the active 
support of Government policy, we may continue to 
have a high price economy, but there may be times 
when we may have trouble keeping prices up. Not only 
our own productive capacity, but steadily increasing 
world production and its deflationary effects on prices 
argues in this direction. 


Spending Prospects 


We are inclined to anticipate gradual deflation 
rather than inflation even in the event of successive 
deficit spending which now must be at least regarded 
asa possibility. The business outlook beyond mid-year 
next year is anything but certain and subject to a 
good deal of underlying pessimism in and out of Gov- 
ernment. If the pessimists are sufficiently plentiful, 
and powerful, in official ranks, their view is bound 
to sway Administration thinking on taxes and spend- 
ing, particularly the latter, and deficits in our New 
Deal era have usually been the accepted, if frequent- 
ly ineffective “cure” for business slumps. 


As already remarked, farm income, exports and 
business spending are declining and these factors will 
be difficult to offset. Some also argue that business 
may turn down because prices haven’t gone down 
enough and probably won’t be low enough to sustain 
demand, especially once the cream is off the housing 
and automobile markets. In that event, we can al- 
most certainly look to official efforts in the direction 
of compensatory spending via deficit pump-priming; 
but if so, they will merely help moderate any down- 
turn rather than promote more inflation. To repeat, 
it is our belief that the accent in the future will be 
on deflation rather than inflation, or rather—the pre- 
vention of too much of the former. 
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By P. T. SHELDRICK 


al awe dramatic gains in recent strike settle- 
ments, notably in the steel industry, have directed 
attention again to wage costs as a factor of primary 
importance in security investment appraisals. Com- 
prehensive pension programs designed to afford old 
age security for workers undoubtedly impose rigid 
burdens on employers that conceivably could become 
serious handicaps on corporate earning power. There 
is no question but what this development sets up an- 
other significant barrier retarding the flow of profits 
to stockholders. Investors should examine carefully 
their portfolios to estimate the varying effect pen- 
sions may have on the future worth of their invest- 
ments. 

Agreements reached between major steel pro- 
ducers and fabricators on the one hand and the 
Steel Workers Union on the other have given great 
impetus to the industrial pension movement. How 
far it may extend as new contracts come up for re- 
newal in coming months no one knows. There is little 
doubt, however, but that demands for more realistic 
old age protection than afforded by the Federal Gov- 
ernment’s system will become increasingly vocal as 
result of the $100-a-month pattern in the Ford and 
steel industry settlements. The potential effect on in- 
dustry may be estimated by consideration of the 
whole wage cost factor as it has risen in importance 
in previous adjustments since 1946. 

On basis of settlements reached thus far, addi- 
tional costs appear to approximate 10 cents an hour, 
or an average of 6 to 8 per cent of payroll costs. 
Such a rise in manufacturing cost is not too impor- 
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tant when the producer’s profit 
margin is historically wide or when 
he is in a position to increase sell- 
ing prices to compensate for the 
enlarged expense. On the other 
hand, this addition to payroll is 
different from a normal advance in 
rate, for by agreement the speci- 
fied sum is to be set aside in a fund 
to assure payments to retired em- 
ployees. Such distributions must be 
made regardless of whether gen- 
eral business conditions are pros- 
perous or unfavorable. The restric- 
tive nature of the increased cost 
promises to become especially im- 
portant, therefore, in a business de- 
pression. Wage rates may be low- 
ered but not pension grants. 

It seems apparent in judging 
potential effects of this trend that 
general adoption of pension pro- 
grams will impose the heaviest 
burden on corporations whose la- 
bor costs normally are high in re- 
lation to selling price of products 
and which for one reason or an- 
other probably will be unable to 
pass along such higher costs to 
customers. 

As an aid to segregating vulner- 
able industries, several tabulations 
have been prepared showing the 
ratio of labor costs to sales as re- 
ported by individual corporations 
representing a variety of different 
manufacturing activities. From 
comparisons presented herewith it 
may be seen that an increase of as much as 10 cents 
an hour would have slight effect on profit margins 
in certain industries, such as tobacco, chemicals, 
petroleum, food, drugs, soap, etc., whereas in ma- 
chinery, railroad equipment, electrical appliances, 
office equipment and other so-called heavy industries 
costs would be increased sharply. In many cases, 
competitive conditions would make difficult a shift 
of higher costs to the consumer. 


What About High-Wage Industries? 


Now the inference might be drawn that one 
should endeavor to limit investments to low-wage- 
factor industries, but further study of the problem 
suggests that this may not necessarily be the proper 
solution. As pension programs find their way into 
all principal industries employing large unionized 
working forces, it may be reasonable to assume that 
increased costs will spread to some extent into 
prices of almost all important items of commerce, 
so that the pension cost will represent simply a rela- 
tively small part of general payroll expense. More- 
over, as the development becomes established, the 
stronger and more efficiently managed concerns will 
intensify efforts toward mechanization of manufac- 
turing operations in order to reduce labor charges. 
it is not far-fetched to think that small, marginal 
companies may be hardest hit regardless of whether 
or not they are in so-called sheltered industries. 

It must not be forgotten also that pressure likely 
will be increased next year when Congress recon- 
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ment. There is real 
hope therefore that pension burdens may not be en- 
larged, so far as industry is concerned, for several 
years: in fact, appropriations actually may be reduc- 
ed as a result of approval of pending legislation pro- 
viding for liberalization of Government old age bene- 
fits. 


Another aspect of this problem to be kept in mind 
is the possibility of shifting pension costs to the con- 
sumer in a general price advance. In the cigarette 
industry, as an example, costs are so nearly uniform 
so far as the major producers are concerned that a 
general increase in prices could be easily effected. The 
same situation is applicable in the soap industry, 
which is dominated by three principal manufactur- 
ers. Even in the tire industry, manufacturing opera- 
tions are so similar as to indicate the likelihood of 


























Table 1 
Low Labor-Cost Companies 

1948 1948 1948 Net 

Sales Payrolls % of Income % of 

(000) (000) Sales (000) Sales 
MEAT PACKING, ETC.: 
Armour & Co. ................ $1,991,434 $208,776 10.4 $ 1,965(d)_ Nil 
John Morrell & Co....... 296,122 25,523 8.6 2,587 0.87 
Swift & Co. .... 2,361,114 226,154 9.5 27,889 1.1 
Amer. Sugar Ref. Co. .. 245,124 20,352(a) 8.3 7,648 3.1 
Cudahy Packing Co. ...... 567,877 45,905 8.0 1,012(b) 0.17 
DAIRY PRODUCTS, ETC.: 
Borden Company .......... 649,592 106,131 16.3 19,179 2.9 
Nat. Dairy Prod. Corp. .. 986,404 152,574 15.4 25,358 2.5 
General Foods Corp. .... 463,336 60,204 12.9 24,555 5:2 
Beatrice Foods Co. ........ 192,199 26,251 13.6 4,806 2.4 
PETROLEUM REFINING: 
Atlantic Refining Co. .... 435,149 69,463 15.9 35,657 8.1 
Gulf Oil Corp. .............. 1,068,876 164,683 15.4 152,171 14.2 
i eee 191,385 25,337 13.2 49,333 25.7 
Phillips Pet. Co. ............ 493,724 74,460 15.0 72,630 14.7 
Shell Oil Corp. .............. 830,421 129,855 15.6 111,396 13.4 
Socony-Vacuum Oil Co... 1,326,508 188,800 14.2 132,800 10.0 
eee 447,309 85,191 19.0 42,853 9.5 
Union Oil of Cal. ........ 208,353 34,516(a) 16.5 31.293 15.0 
PULP AND PAPER 
Container Corp. of Amer. 131,056 25,291 19.3 10,424 7.9 
Crown Zellerbach Corp. 168,230 42,614 25.3 21,179 12.5 
W. Va. Pulp & Paper Co. 93,242 25,388 27.2 10,842 11.6 
(a) —Includes employee benefits. 
(b)—Includes prior years adjustments. 
(d) —Deficit. 
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ready adjustment to meet a cost factor expected to be 
felt uniformly by all leading companies. 

Price increases need not be large to counteract 
higher costs averaging only 10 cents an hour. In food 
processing, in cigarettes and in refined petroleum 
products, calculations on basis of 1948 experience 
suggest that prices would not have to be raised more 
than one per cent to meet a rise of 10 cents an hour 
in payroll expenses. Cement and textiles also probably 
could be placed in this category. In most other indus- 
tries, increases in prices of less than 2 per cent would 
prove adequate in offsetting additional manufactur- 
ing costs involved in a pension program as outlined 
by the steel fact-finding panel. 


Efficiency a Counter-Factor 


Investors should not be too greatly alarmed by 
the mere mechanical calculations of potential ad- 
verse effects. Thus to say that a boost of 6 to 7 per cent 
in payroll costs caused by a charge of 10 cents an 
hour for a pension fund would cut earnings after 
taxes by an average of 15 to 20 per cent may give an 
erroneous impression. Any well managed company 
undoubtedly would move to combat the threat of a 
reduction in profits of 15 per cent or more if condi- 
tions permitted. Price increases of as little as 2 per 
cent could be passed along in most industries in which 
margins were too small to allow for absorption of in- 
creased costs. 

As a matter of fact in some industries, efficient 
manufacturing concerns able to absorb an increase 
in costs of 5 to 6 per cent might welcome the oppor- 
tunity to intensify competition if the higher cost in- 
volved is industry-wide. Increased charges absorb- 
ed by one company would make the problem the more 
difficult for financially weaker competitors. Thus we 
get back to the thesis advanced previously in this dis- 
cussion, namely, the need for being certain that the 
companies selected for an investment portfolio are 
financially able to assume responsibilities of a pen- 
sion program involving imposition of rigid costs. 

There is one reassuring aspect in the drive for in- 
creased pensions—it is the fact that management has 
had considerable experience already in adjusting op- 
erations to counteract heavier labor costs. When de- 
ferred demand for consumer goods was strong two 
or three years ago, employers had little difficulty in 
boosting prices and shifting increased costs to the 
public, but as conditions became increasingly competi- 
tive, agressive managements adopted modern equip- 
ment aimed at cutting operations wherever posible. 
Textile companies made outstanding progress in this 
direction through installation of automatic machin- 
ery. Producers of building supplies also effected im- 
portant economies, as exemplified in the case of Na- 
tional Gypsum, which lowered costs through increas- 
ing the speed of machines. Output was more than dou- 
bled without a corresponding increase in employment 
with the result that production per manhour jump- 
ed more than 100 per cent and more than offset high- 
er wage rates, which in turn had more than doubled 
since pre-war. 


An Example: The Steel Industry 


The fact that the steel industry has been able to 
increase wages an average of 94 per cent between 
1939 and 1948 without a comparable advance in 
prices of the finished product is explained chiefly by 
adoption of economies and technological improve- 
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ments. Tonnage output has been expanded by con- 
struction of modern plants and installation of large 
furnaces. Faster rolling mills have improved produc- 
tivity to some extent; larger furnace doors have cut 
time required for loading raw materials into fur- 
naces; use of oxygen has trimmed melting time; nu- 
merous automatic handling and packaging devices 
have eliminated manual operations and endless im- 
provement in materials have effected small economies 
that become important when combined. Similar 
gains have taken place in other industries. 
Management has far from exhausted potentiali- 
ties in cutting costs, but unfortunately thus far pro- 
gress has been overshadowed by recurrent wage ad- 
vances. In other words, savings have gone toward 
enlarging weekly pay envelopes. If pressure for wage 
increases now should diminish, as a result of a shift 
in emphasis to pensions, industry may be able to 
benefit from future achievements in efficiency. Adop- 
tion of pension systems also may encourage greater 
employee satisfaction with his job, and thereby re- 
duce labor turnover. A high ratio of labor turnover 
and absenteeism contributes to excessive wage costs. 


Success in Holding Down Costs 


Although available statistics are not completely 
conclusive, there is evidence to suggest that industry 
has been achieving a measure of progress in holding 
down costs in the face of repeated wage increases. 
Compilations by the Department of Commerce, for 
example, indicate that wages and salaries accounted 
for 2.7 per cent of the gross national product last year. 
This ratio appears to have declined a trfle this year, 
judged by scattered surveys of individual companies. 
The rate ras fluctuated from about 51 to 55 per cent 
since 1942 with the higher figure prevailing under 
wartime conditions. Prior to the war, wages account- 
ed for slightly less than half of the gross product. 

As for the average relationship between wages and 
sales, comparisons are not completely satisfactory 
because some companies do not include salaries of 
officers and supervising personnel. Some relate labor 
cost to total production costs, while others compare 
payroll with gross revenues. In surveys of typical 
companies which report both payroll expense and 
gross sales, the general average for labor ranges be- 
tween 25 and 30 per cent. Industries represented on 
the low side include breweries and distilling com- 
panies, dairy processors, meat packers, drug manu- 
facturers, retailers, soap producers, sugar growers 
and tobacco manufacturers. Those with average or 
above-average costs include aircraft manufacturers 
and air transport operators, manufacturers of indus- 
trial machinery, office equipment, electrical appli- 
ances and heavy machinery as well as steel producers. 
Coal companies also are subject to a high labor factor. 

Electric and natural gas utilities generally have 
a low labor factor, but payroll costs are high in case 
of telephone and telegraph companies. The railroad 
expense ratio has hovered around 50 per cent in re- 
cent years, but has shown a favorable trend in re- 
sponse to strong efforts to improve efficiency. In the 
financial field, expense ratio is relatively high at about 
30 per cent. 

Perhaps the service industries enjoy an advantage 
at this time, however, in that the railroads and leading 
utilities have pension systems in force and the im- 
pact on the carriers and on power and light com- 
panies may be expected to be relatively less disturb- 

(Please turn to page 251) 
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Table 2 
Medium Labor-Cost Companies 
1948 1948 1948 Net 
Sales Payrolls % of income % of 
(000) (000) Sales (000) Sales 
CHEMICALS & DRUGS: 
Allied Chem. & Dye Corp. $ 387,709 $ 95,071 24.5 $ 31,771 8.1 
Amer. Home Prod. Corp. 140,709 29,198(a) 20.7 9,107 6.4 
E. I. du Pont & Co......... 977,826 285,000(a) 29.1 157,445 16.1 
Koppers Company .......... 200,223 56,066 28.0 10,552 5.2 
Monsanto Chemical Co..... 161,609 45,560 28.1 16,945 10.4 
TEXTILE PRODUCTS: 
Celanese Corp. of Amer. 230,384 66,200 28.7 39,484 17.1 
Pepperell Man. Co......... 70,074 20,741 29.5 5,491 7.8 
AUTOS & PARTS: 
Cirretee COG ....<....<000050 1,567,933 289,097 18.4 89,187 5.6 
Eaton Mfg. Co............. Ses 128,132 32,013 24.1 10,971 8.5 
Electric Auto-Lite Co....... 210,070 69,047 32.8 12,196 5.8 
General Motors Corp..... 4,701,770 1,383,365 29.4 440,447 9.3 
Mack Trucks, Inc............. 109,187 33,762 30.9 2,328 2.1 
Nash Kelvinator Corp..... 302,860 77,880 25.7 20,132 6.6 
Packard Motor Car Co..... 231,950 38,897 16.7 15,109 6.5 
Wiilys-Over. Mtrs., Inc... 175,346 38,817 22.1 6,528 3.7 
BAKING: 
National Biscuit Co......... 296,250 93,980(a) 31.7 21,313 7.1 
Sunshine Biscuits, Inc..... 102,646 26,104 25.4 6,923 6.7 
RUBBER TIRES, ETC.: 
Goodyear Tire & Rub. Co. 704,875 203,979 28.9 30,595 4.7 
U. S. Rubber Co............... 572,024 202,544 35.4 20,141 3.5 
Continental Can Co......... 319,721 78,705 24.6 14,811 4.6 
(a)—Includes employee benefits. 
Table 3 
| | 
High Labor-Cost Companies 
a : ~ 1948 1948 1948 Net “~— 
Sales Payrolls % of Income % of | 
_ (000) (000) Sales (000) Sales } 
| MACHINERY: 
| Caterpillar Tractor Co.....$ 218,037 $ 71,419(a) 32.7 $ 13,772 6.3 | 
| Dresser Industries, Inc... 108,636 30,699 28.2 8,038 7.4 
Inter. Harvester Co......... 945,486 317,129 33.5 55,679 5.8 
Kile Bele Cai..........0.200.6.. 106,008 38,970(a) 36.7 11,731 11.0 
| BUILDING EQUIP., ETC.: 
| Amer. Rad. & S. S. Corp. 236,142 75,256 31.0 26,123 11.0 | 
| Babcock & Wilcox Co..... 149,538 53,632(a) 35.2 11,028 7.3 
NE Oo ccvevcdnscucscevesces 222,825 59,495 26.7 16,695 7.4 
Johns-Manville Corp. .... 173,458 66,063 38.0 15,440 8.9 | 
Pitts. Plate Glass Co....... 280,037 87,400 31.2 32,748 11.6 
Simmons Company ... 125,569 42,757 35.6 8,530 6.7 | 
RAILWAY EQUIPMENT: | 
American Brake Shoe. 120,190 35,875(a) 29.8 5,184 4.3 
Amer. Locomotive Co..... 143,919 40,908(a) 28.4 5,490 3.8 | 
Amer. Steel Foundries.... 76,982 28,289(a) 36.7 6,008 7.2 
IRON & STEEL: 
Alleg. Ludlum Steel Corp. 126,521 45,099 35.6 6,833 5.4 
Armco Steel Corp........... 382,563 105,412 27.5 32,030 8.3 
Bethlehem Steel Corp..... 1,312,556 489,814 37.3 90,347 6.8 
Cruc. Steel Co. of Amer... 130,799 55,187 42.1 3,596 2.7 
inland Steel Co............. : 392,708 91,429 23.2 38,606 9.8 
Jones & Laugh. Stl. Corp. 446,057 151,307 33.9 31,222 7.0 
National Steel Corp..... 436,522 110,709 25.3 40,121 9.1 
Republic Steel ................ 766,400 245,554 32.1 46,438 6.0 
U. S$. Steel Corp............ . 2,481,508 1,029,300 41.4 129,627 5.2 
Youngs. Sheet & Tube Co. 378,028 99,751 26.3 35,711 9.4 
ELECTRICAL EQUIP., ETC.: 
Allis-Chalmers Mfg. Co... 328,101 105,925 32.2 15,441 4.7 
General Electric Co......... 1,632,700 662,665 40.5 123,835 7.5 | 
Radio Corp. of Amer....... 356,863 123,500 34.6 24,022 6.7 
Westinghouse Elec. Corp. 970,673 370,141 38.1 55,656 5.6 
Douglas Aircraft Co......... 118,581 73,300 61.8 5,829 4.9 
OFFICE EQUIPMENT: 
Burr. Add. Mach. Co....... 94,050 58,651 62.3 12,582 13.3 
Nat. Cash Register Co..... 168,191 109,100 64.8 14,015 8.3 
Royal Typewriter Co....... 42,554 26,793 62.9 3,692 8.6 
(a) —Includes employee benefits. 
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The production loss due to the coal and steel 
strikes forms the basis for a brisk ‘“‘catching-up 
spurt’’ portending good business in the months 
ahead. 


Ing Bey 
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By JOHN D. C. WELDON 


here is general agreement that settle- 
ment of the coal and steel strikes will be followed by 
a sharp pick-up in industrial activity. The need for 
replacing steel inventories and replenishing deplet- 
ed stockpiles of coal is obviously great, and resump- 
tion of operations in these fields are bound to bolster 
confidence elsewhere. 

The snap-back comes none too soon. Had strikes 
lasted a little longer, impacts would have become 
really crippling. As it is, industry got off with less 
damage than thought likely. Steel and coal of course 
were completely shut down but most other industries 
managed to carry on pretty well on inventories though 
some had to curtail and a few even to shut down dur- 
ing the later stages of the strikes. But on the whole, 
strike impacts have probably been somewhat over- 
emphasized. 

Nevertheless they will not end immediately with 
the settlement of the disputes. The steel mills will 
take a few weeks to restore operations to pre-strike 
levels, and demand subsequently will be intensified 
by the considerable need for filling distribution pipe- 
lines and restoring minimum working inventories. 
The overall prospect is that 1949 will end at a rather 
fast production clip. November, December, even Jan- 
uary will be ‘‘catch-up” months and the period may 
well run longer. For apart from the vacuum created 
in inventories and pipelines in strike-affected indus- 
tries, other developments will contribute to the up- 
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turn. with much of the additional 
stimulus stemming from Govern- 
ment sources such as the $2.8 bil- 
lion insurance dividend distribu- 
tion to veterans and Government 
spending for other purposes. 

Consumers goods industries gen- 
erally have accumulated backlogs 
of orders during the active buying 
of the Summer and early Fall. The 
situation in many electric appliances and househoid 
articles turned strong as distributors’ stocks were 
absorbed last Spring. The textile and paper indus- 
tries are once again in a stronger position with book- 
ings extended, production increased and prices firm. 

To this may be added the continuation of construc- 
tion awards virtually at peak levels, with almost no 
sign of the usual seasonal decline since Summer. Met- 
al prices have been tending upwards, reflecting bet- 
ter demand. Bank loans are still rising, continuing 
in an extended reversal from the earlier prolonged 
decline. Inventory buying generally is better than at 
any time this year, with September buying by depart- 
ment stores the largest on record. Even the disquiet- 
ing decline in department store sales has now been 
narrowing. With the steel and coal industries under 
pressure to produce at capacity at least for some time, 
merchants are justified in expecting a good Christ- 
mas trade though dollar sales may not fully come up 
to last year. Still the question of Christmas trade 
poses one of the few uncertainties in the near term 
outlook. 


What About Retail Trade? 


Some hold the view that the strikes may have the 
effect of reducing retail buying to the extent where 
many stores, especially those in strike-affected areas, 
will become overstocked. If so, it will tend to curtail 
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future buying by retailers and thus have a deflation- 
ary influence. Just how important this factor may 
be remains to be seen. But pre-Christmas buying so 
far has been alarmingly low and has to pick up con- 
siderably to meet expectations. If it doesn’t, 1950 
will be off to a poor start. 

Actual demand for steel, beyond coverage of most 
urgent needs, will also be a vital factor in determin- 
ing the length of the catching up period. By the time 
the steel industry is back to normal, the economy 
will have lost six to seven weeks’ steel output, or 
somewhere between nine and ten million tons of raw 
steel. Doubtless not all of this output loss has to be 
made up. There has been considerable pre-strike 
stocking up with the results that steel inventories, 
when the strike began, were above normal. The steel 
industry for a while may operate at 90% or 95% of 
capacity but it is difficult to say just how long, and 
what a “normal” operating rate—in line with current 
demand thereafter—will be. 


Automobile Industry—A Key Factor 


A good deal may depend on the automobile indus- 
try where the situation, until steel inventories are 
replenished, will get worse before it gets better. Some 
70,000 workers may become idle before auto produc- 
tion can get back into stride. Early November auto 
output was down only 16,000 units on a weekly basis, 
but a sharper drop is now indicated. Introduction of 
new models by some manufacturers has been delayed 
by lack of steel, and the change-over period usually 
is accompanied by some slackening. But these inter- 
ruptions may be shortlived, on the whole, and the out- 
standing factor is that automobile demand, just as 
that for major appliances, continues strong and a 
good pick-up is likely next Spring. 

In short, there is every expectation that a restock- 
ing boomlet stemming from steel and coal shortages 
will join with other business stimulants to keep total 
business in the next months at close to pre-strike 
level if not somewhat better. In terms of the FRB 
Index for Industrial Production, this would mean a 
rebound from the estimated October low of 162 to 
at least the September figure of 172, and some think 
the Index may readily rise to as high as 180—for a 
while at least. At any rate, business indices by Decem- 
ber will again give a fairly good idea of the real state 
of affairs except to the unmeasurable extent that 
steel operations will still represent refilling of pipe- 
lines, and this factor will be present for some time. 
Since the strikes hit activity just when the Summer 
recovery was well underway, the rebound may be 
prolonged—barring new labor troubles such as a re- 
sumption of the coal strike after December 1.—as 
strong underlying forces will again reassert their 
influence. 

An interesting factor with an undoubted bearing 
on the post-strike outlook is the reversal in inventory 
trends revealed by September figures. The recession 
earlier this year was caused primarily by inventory 
liquidation; by now it is widely dubbed an “‘inven- 
tory recession.” But the process of adjusting inven- 
tories appears to be near completion in many lines. 
In September, for the first time since November 1948, 
business inventories rose by $150 million, concen- 
trated on wholesaler’s and retailer’s stocks reflect- 
ing not only revival of confidence but the renewed 
need to build up stocks. Manufacturing industries 
were the exception; their inventories dropped by $500 
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million marking further progress in inventory liquid- 
ation, and there may be an even greater decline in 
October because of the strikes. All of which of course 
points to the need for replenishment now that the 
strikes are settled. The metal working industries par- 
ticularly must be close to rock bottom on inventories 
which explains recent price strength in various non- 
ferrous metals, steel scrap etc. To the extent that in- 
ventory rebuilding continues after its prolonged drop, 
it will attest to the continued presence of factors mak- 
ing for prolongation of the strike-interrupted busi- 
ness rebound. 


It is a safe assumption that there will be little re- 
laxation of cautious buying policies, no big rush to 
stock up on goods. Buying policies are likely to follow 
closely pre-war patterns though retailers may be- 
come just a little more liberal in their order place- 
ment since they have found that manufacturers, too, 
are cautious and for the most part producing only on 
order. Hence the need of covering a somewhat larger 
percentage of ra 
anticipated 
needs to insure RETAIL TRADE | 
d e l i ves y 0 f ALL RETAIL STORES ” 
wanted goods. 


Among the ar- 
L “S rorat 410 








ray of factors 
pointing to a 
brisk post-strike 
recovery of busi- 
ness, consumer - 
buying hesita- 
tion strikes one 
of the few off- 
key notes, as 
previously men- 
tioned. Last Au- 
tumn when busi- 3 
ness became ov- 
ercautious and 
progressively SAN Prner) APPEM erred Pree Liimio 
cu rtailed its DURABLE GOODS STORES . 
buying, consum- 

er buying kept 
right on atahigh 
level. This Fall, 
the situation ap- 
pears reversed. 
Business is 
showing greater 
confidence, 
backing it with 
stocking up for 
current needs 
and for inven- 
tory, but the 
spending public 
in turn is now 
displaying cau- 
tion. Some of it 
has been blamed 
on the unseason- 
al weather, par- 
ticularly in the 
important ap- 
parel lines. In 
strike - affected 
centers, indus- 
(Please turn to 

page 247) 
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WASHINGTON is maintaining close watch on British 
government efforts to freeze salaries and wages to 
make pound devaluation work, and sees chaos ahead. 
Reports reaching the U. S. Department of Labor indi- 





WASHINGTON SEES: 


Reconstruction Finance Corporation, which was 
created to handle what was thought to be the 
needs of one year and has existed now through 
17 years, will be put under the legislative micro- 
scope in the next session of congress in a deter- 
mined effort either to abolish it or to curtail its 
operations. The Hoover Commission found RFC to 
be unnecessary and Chairman McCabe of the 
Federal Reserve Board has set the stage for in- 
quiry by suggesting that the entire machinery of 
government loans and guarantees needs over- 
hauling. 

There has been no organized attempt on Capi- 
tol Hill to do away with RFC although there have 
been spotty criticisms centering about the fact 
that the agency is operating in a field in which 
private lending institutions are capable of and 
willing to handle the load. The basic idea was to 
make loans available through RFC only when the 
money was not available elsewhere and, as a 
matter of fact, that is what is happening if the 
operations are viewed on the dollar basis; of the 
268 million dollars of loans outstanding in a recent 
recapitulation, 82 per cent were in the hands of 
only 28 borrowers, 40 per cent to Henry Kaiser 
alone. But numerically, the loans were spread 
over a much broader field of operations and there 
is much speculation that many of them could have 
been handled in the orthodox banking manner. 

‘With labor and materials still scarce, doubt is 
raised that ‘marginal loans” of the type envi- 
sioned by the draftsmen of the RFC act can be 
justified. In the process of examining RFC, congress 
will look in on the work of 13 other federal lend- 
ing or guaranteeing agencies, and consolidations 
or curtailments are a certainty. 
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BUDGET QUESTIONS 
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cate that almost 70 per cent of the Trades Union Con- 
gress membership has demanded pay envelope in- 
creases to meet anticipated rise in living costs. That 
adds up to prospective boosting of production costs 
which will be reflected in the costs of export com- 
modities, cancelling out the benefits which devalua- 
tion was intended to bring into the export field, fed- 
eral economists here reason. Viewed from another 
light, exports are thinning the British domestic sup- 
ply, bringing on price inflation. 


WHITE HOUSE promises that the next budget will be 
one that cannot withstand reductions by legislative 
action, coupled with recent moves on the part of the 
Budget Bureau, are being translated into an aggre- 
gate budget for 1951 of between 40 and 42 billion 
dollars. If the hoped-for savings in the defense 
agencies and other bureaus materialize, actual spend- 
ing this year will fall about midway between those 
figures.And the total revenue this year is pitched 
at 38 billion dollars. If President Truman is right, 
tax increase is the only alternative open. But the 
military establishment is proving the “irreducible” 
can be reduced, and congress seems determined to 
learn by how much. 


POLITICALLY wise Senator Clinton Anderson of New 
Mexico, has tossed the campaign hat of President 
Truman into the ring for re-election in 1952 and none 
familiar with the close tie-in between Anderson and 
the White House will believe that he acted without 
consultation with the President, and tacit approval at 
the very least. Rumorings that Mr. Truman is ready- 
ing for a second try “on his own” have been preva- 
lent. That is natural. But this is the first public dec- 
laration by a member of the White House inner cir- 
cle and it deserves the weight it has been accorded, 
especially in view of the campaign—for that is pre- 
cisely what it is—that the President has been carry- 
ing to the country. 


MATERIALS shortages notwithstanding, the Com- 
merce Department predicts new construction in 1950 
will not fall below the 19 billion level of this year, 
may even exceed that figure. Importantly, the indus- 
try will give employment (Please turn to page 251) 
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Despite the hullabaloo, investigations and 
mailed-fist threats, registered lobbies spent only 
$6,293,622 during the past session of congress, an 
amount far less than the individual federal tax bills of 
many of the companies whose interests were being put 
forward by Washington representatives, many of whom 
aren't lobbyists in fact, but registered as such to 
avoid a clash with a law which is vague in its terms. 
And lobbying isn't the most productive profession in the 
world, the filed, sworn reports show; a mere handful of 
the "legislative engineers" were paid $25,000 or more. 
































Lobby and "big business" are almost invariably 
associated in the public mind -- an association care- 
fully nurtured by the labor press. But fact of the 
matter is that the most expensive of them all was the 
American Medical Association, which disbursed $1,255,058. 
Labor, itself, spent freely, considering the fact that 

few bills of direct interest to the unions were up for action: the total outlay of 
those groups was $508,399. And, added to the non-business lobbies was the work of 
the Committee for Constitutional Government, with reported expenditures of $443,756. 
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Taken together, labor, the medicine men, and the protectors of the consti- 
tion account for almost one-half the total reported disbursements. That doesn't 
take into consideration the great farm lobby and numerous other non-industrial 
groups which, if totaled, account for a further substantial cut in the amount laid 
out by the "big outfits." And, of course, the over-all figure is basically wrong: 
government agency lobbyists aren't registered, but they are legion, and well paid. 
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In spite of President Truman's unequivocal assertion that the price of gold 
To 
keep the discussion alive, those who speculate that the $35-an-ounce price will be 
upped remind that President Roosevelt was equally emphatic that the gold standard 
would not be abandoned, that there was a ring of sincerity in Sir Stafford Cripps 
assurance that the pound wouldn't be devalued. 



































Senator Elmer Thomas' return from a European trip with a peeve against 
Sweden for failure to salaam to his senatorial toga doesn't mean much in itself, but 
it will be seized upon by colleagues, fashioned into a peg on which to hang an ECA 
economy program. Even Administrator Paul G. Hoffman reportedly pessimistic that 
Western Europe can effect the stage of recovery hoped for by 1955 with the present 
flow of aid, is reported to be dubious of any increase. In fact he can look for a 
tightening on the part of congress. In an election year, economy will be the watch- 
word; the Thomas committee won't stress the claimed slight from Sweden but will 
represent Europe as farther along the road to self-sufficiency than the facts war- 
rant and the end result should be the same --- clipped appropriations. 












































Mail arriving at ECA offices, the congressional suites and, reportedly, 
even at the White House, casts doubt on whether the American public has been "sold" 
on the idea of continuing aid to European countries. The messages are repetitive on 
the point that the United States has public and private debts of such gravity as to 
rule out financial aid to other areas. The appeal that there is no other way to 
prevent the Spread of communism seems to be wearing thin and, Hoffman confesses, 
there is no other argument that can be advanced in support of direct payments out of 
the Treasury. It would not be surprising to Washingtonians "in the know," if 
Hoffman finds it convenient to return to private business soon. 
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Meanwhile, suspicion is growing that much material sent to Marshall Plan 
countries is being slipped over the lines into Iron Curtain countries. It isn't 
only the "man in the street" who raises this question, but also ECA, itself, where 
the thought has progressed to the point that a small army of auditors is about to be 
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Sent overseas to see "what's what?" The Office of International Trade shares the 
concern. That accounts for the fact that export controls have been extended on 
about 100 items which were slated to be released. The inquiry will concern not only 
Europe but also South American countries. Transshipments are rumored and will be 


explored. = 


In the backwash of November election discussions, it is the considered 
judgment in the Capital that not only Gov. Thomas E. Dewey, but also his neighbor- 
governor, Alfred E. Driscoll of New Jersey, were eliminated as 1952 republican 
Presidential possibilities. Driscoll was re-elected but his victory was unimpres- 
Sive -=- only about 80,000 margin with approximately 1,700,000 ballots counted, ina 
normally republican state which his party expected to give the governor a lead of 
not less than 150,000. Driscoll lost his own county, normally republican; his 
rival, Elmer Wene, carried his own county, normally republican. And Wene was the 
candidate of Frank Hague who announced he'd retire if his man lost. It was taken as 
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an inducement to vote for Driscoll, may heve won him the election. 



























































In Washington after the election took place, Harold Stassen exuded 
confidence that he will be the 1952 nominee. He considered Dewey definitely out of 
the running on the basis of the Dulles defeat, regarded Driscoll's win a significant 
victory for the GOP, but felt the New Jersey governor lacked national acquaintance 
and stature. Stassen flew in the face of the party's 01d Guard by suggesting a 
housecleaning that would put veterans of World War 2 in command, and on the ticket. 


(Stassen was a World War 2 naval officer.) 




















Investment buying of farm property for leasing is becoming less prevalent, 
ani the effect of speculation on farm land prices and sales volume has been less 
than in the years following the first World War, the Department of Agriculture 
finds. About one-seventh of recent transactions have been resales of property 
held less than two years. Active farmers ---half of them tenants -- purchased 
68 per cent of the farms sold in 1947 and 1948. Forced sales, incidentally, 
accounted for only two per cent of all the farm deals consummated in those years, 
and half the 1948 sales were "all cash." 



































Enactment of a Pennsylvania state bonus plan costing 500 milion dollars 
by a 3-to-l popular vote at the polls has put the chill on the Rankin Bill fora 
general federal bonus for veterans of World War 2. It places the Pennsylvania 
delegation in congress on the side of the opposition. Keystone State taxpayers 
feel they have done their share. The same attitude will be reflected by congres- 
Sional representatives of 15 other states whose aggregate gift to the veterans is 
2.5 billion dollars. In 14 states, bonus proposals have been rejected; the question 
has not been formally raised in six; in the others it has been advanced in varying 
degree, but not settled. 






































About 33 per cent of American exports in 1948-1949 was a give-away, 
examination of Commerce Department records show. The dollar earnings of the re- 
cipient countries were such that no greater contribution could be made by them to the 
international dealings, still in the imbalance into which they were found at war's 
end. Statistics in the Office of Foreign Agricultural Relations were the principal 
source of Commerce figures. 

















American Medical Association has annexed two powerful allies in its war 
against introduction of national compulsory health insurance -- socialized medivzine 
to the doctors. American Legion and United Mine Workers have thrown in their lot 
with AMA, -will formalize their action at the Association's annual convention in 
December. The experience of the mine workers in caring for their own who suffer 
injury in mine disasters or occupational ailments is put forth as a reason for 
preserving private medical systems. While UMW's methods in other respects are not 
frequently cited as ideal, its medical program is conceded to be a good one. The 
Legion's reasons have not been made explicit as yet. The December announcements will 
be met with reminders that neither UMW or AL has been singularly active in providing 
for others than their own memberships. 
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Kuropean Economic Vieliieatios 


—A DREAM OR A POSSIBILTY? 
By V. L. Horoth 


Vy). Paul G. Hoffman, the Administrator of 


the Economic Cooperation Administration, has a dif- 
ficult job. He has been compared to a Janus, facing 
two ways. In Washington he has been defending the 
heavy expenditures for the Marshall Plan by telling 
the American people and Congress how hard the 
Western Europeans work and what remarkable prog- 
ress they have made. But his arguments will have to 
be twice as good in the future if he is to persuade Con- 
gress not to make drastic cuts in the Aid in view of the 
huge budget deficit during this and probably the next 
fiscal year, and the demand of the American people 
for lower taxes. 

On the other side of the Atlantic, Mr. Hoffman is 
a persecutor—a wielder of the stick and the carrot— 
prodding the Western Europeans to greater effort so 
that they may justify the aid they are getting. Now 
that with the aid of the ERP, Western European 
production has been expended to levels well above pre- 
war and the westward drive of communism thwarted, 
Mr. Hoffman’s current emphasis has been on the prog- 
ress toward the economic unification of the 19 Mar- 
shall Plan countries and the removal of obstacles to 
trade among them. In his address on October 31 be- 
fore the Western European Council of Economic Co- 
operation in Paris, he urged economic unification to 
“give a new impetus to American support for carry- 
ing through into 1952 our joint effort toward last- 
ing European recovery.” 

The economic unification of Western Europe—al- 
though never fully elaborated upon and explained— 
has been regarded as one of the objectives of the ERP 
from the very start. But the Western European 
countries have been inclined to sidestep the problem. 
This because each and every country has been concen- 
trating on the quickest rebuilding of its own country 
and economy. Rightly or wrongly, they have believed 
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that any moves toward unification would bristle with 
difficulties which would slow down their recovery. 
In contrast, the economic unification of Western 
Europe, as a part of a broader plan for the creation 
of a Western European Commonwealth, is something 
that has appealed to the American people and to Con- 
gress as well. One reason why Congress responded 
quickly and voted billions of dollars was because it 
believed that the Marshall Plan was not merely relief, 
but that it would lead to political and economic regen- 
eration. Congress wanted a strong Western Euro- 
peon federal state, able to stand on its feet economi- 
cally and able to stand up against the Soviet Union 
without constant dependence on American aid. 


How to ‘‘Integrate’’ 


Generally speaking, there are two ways in which 
Western Europe could be integrated into a single 
economic unit. One is the way Hitler tried, and Napo- 
lean before him: Integration by dictate and control. 
A supra-national Western European council could 
gradually assume control over various economic and 
monetary functions, one by one: the setting up of new 
industries (capital investments), the maintenance of 
full employment, the scope of bilateral trading, and 
the planning of a “welfare” state. In the end, the 
Western European Commonwealth of Nations would 
have emerged as a socialist, bureaucratic, thorough- 
ly controlled federation of states, economically even 
more inflexible than present-day Great Britain. 

The other way toward integration lies in gradual 
decontrol. Tariff barriers could be gradually removed, 
the bilateral ways of trading discarded for the multi- 
lateral exchange of goods, the currencies be made 
freely convertible into each other—though not nec- 
essarily into dollars—and the “welfare state’ func- 
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functions of the OEEC was to 



































evolve plans for the removal 
Western Europe (ERP Countries) : Production Indexes yh eine pe ein cle 
Rayon &|| cation. 
Steel Coal Electr. Cement Cotton Wool Staple 
Overall Output Output Output Output Yarn Yarn Fiber OEEC Planning 
Monthly Product (000 (000,000 = (billion. (000,000 (000 (000 (000 

Averages Index tons) tons) Kwh) tons) tons) tons) tons) The OEEC did work out a 
LD) as = 4,043 40.8 9.4 2.46 109) 27 24 successful plan for the stimu- 
1) ) | 3,774 39.8 9.6 2.52 98 § 24 lation of the exchange of 
1946 80 2,188 28.4 12.6 1.53 64 20 19 goods among the ERP coun- 
1947 90 2,524 30.8 13.4 1.78 75 27 24 tries with the help of the ECA 
oe grants. It also attempted to 
Ist Quar. ... 100 3,045 33.1 15.0 2.02 e297 integrate the new capital in- 
2nd Quar. een 103 3,208 33.7 144 240 8 30 29 || Vestments in Western Euro- 
3rd Quart. on. VON 3319 32.6 145 265 982 28 30 || Pean countries, but having no 
4th Quar. 112 3,626 34.0 16.3 2.57 94 32 34 sovereign powers, it can do 
very little except by log-roll- 
1949 ing compromise. It is, there- 
Ist Quare on 115 3,891 36.3 16.2 2.35 94 32 38 fore, no wonder that the Lon- 
2nd Quar. ........... 118 3,955 35.5 15.6 2.96 98 32 38 | don Economist recently called 
OEEC it a “moribund” organization, 
Program and “a band of civil servants,” 

1949-50... 119 4,134 37.3 16.3 2.76 well-meaning but powerless. 
1952-53 _ 132 4,749 42.6 21.2 3.56 The schemes for regional 
, integration which appeared to 
Source: Recovery Guide—ECA. be the most practical under 
the circumstances, did not 











tions be brought down to a common denominator. 
Economic nationalism, under which each and every 
state attempts to be self-sufficient within its own 
boundaries would give way to regional specialization 
—the intra-European division of work. Capital and 
labor would seek those industries and those areas 
where they would be most efficiently employed. A free 
market economy would be gradually restored. 

Up to now, the Western Europeans do not seem 
to have followed any definite plan, but rather a mix- 
ture of both. At the beginning, the Organization for 
European Economic Cooperation was set up in Paris. 
Apart from suggesting the ways how the Marshall 
Aid could be distributed among the 19 participants, 
and working out “mutual help” schemes, one of the 


proceed much beyond the dis- 
cussion stage. They were the proposals for the 
French-Italian customs union, and for a Scandina- 
vian customs union which was to embrace Sweden, 
Denmark and Norway. The older project, “Bene- 
lux,”’ a customs union between Belgium, the Nether- 
lands, and Luxemburg, has likewise been slow in 
making headway. Certain limited features of the 
Benelux customs unions are to be carried out by 
the middle of 1950. 


With only more or less academic interest in eco- 
nomic integration, the individual Western European 
countries have been carried the other way — toward 
a greater self-sufficiency and independence of each 
other. Each of the countries has wanted to have its 
own heavy industry, its own petroleum refineries 

and its own chemical plants. 




































































Table II They have tried to replace by 
their own production what 
W estern Europe (ERP Countries): psig poli a have 
Industrial Production Index by Countries wanted to be independent of 
-— ane imports not only from the 
1938 «= «1945'(i«d94HSC«i9T:S:«*'94B 1949 —-1952/ || United States but from their 
Average I2mo. I2mo. I2mo. I2mo. I2mo. 2ndQtr. 1953 neighbors as well. 
France . 100 42 79 95 109 129 150 _ 
Belgium . 100 n.a. 88 106 115 121 135 Conflicting Social Aims 
Netherlands . 100 32 74 94 113 123 135 
Denmark 100 74 lol 116 129 132 145 As a result of the emphasis 
Norway _. 100 69 100 115 125 138 140 on full employment, _ self- 
Ea GeRREREH ome a 100 112 136 138 143 146 150 sufficiency, the “welfare state,” 
Great Britain 100 n.d. 105 113 127 136 143 the balancing of the dollar 
eNO aS Ee 100 99 112 116 134 deficit, etc., Western Europe 
ltaly 100 n.d. 75 93 98 107 140 has become, as we wrote be- 
Austria __. 100 n.d. n.d. 49 75 81 105 fore in these pages (*), actu- 
Greece . 100 35 56 7\ 78 90 115 ally less tied together and less 
Total above 0-100 n.a. 96 106 119 129 142 integrated than she was prior 
West Germany 100 n.a. 29 34 51 74 95 to the Second World War and 
ERP Europe .... 100 n.d. 80 90 104 118 132 the individual countries have 
Source: Recovery Guide—ECA. *See: “Appraising the Moves to Revive 
Intra-European Trade” in the July 30, 1949 
issue of the Magazine of Wall Street. 
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continued to drift apart economically. 

The danger of letting things drift became quite 
obvious last Spring. Despite greatly increased pro- 
duction (some 20 per cent higher than before the 
war), Western Europe was making no progress in 
reducing her dollar deficit. In fact, this deficit in- 
creased during the second quarter of 1949. This was 
no way to get Western Europe on her feet by 1952. 
Second, the problem of excess capacity had to be 
reconsidered in view of the possible halt in the dis- 
mantling of Western German plants. Third, Euro- 
pean products have become more difficult to sell. 
The intra-Western European trade has ceased to 
expand, as will be seen from the accompanying table. 

Manifestly, the time has come for positive meas- 
ures. The expanding production of Western Europe 
had to be better distributed to begin with, above all 
among the ERP countries themselves. Obstacles to 
intra-ERP trade had to be removed, and Western 
Europe integrated economically, while American aid 
is still available to cushion the inevitable short-run 
dislocation. This was Mr. Hoffman’s message to the 
Council for Economic Cooperation. 


The First Step: Liberalization of Trade 


Although Mr. Hoffman urged the Western Euro- 
pean countries repeatedly to organize themselves 
into a single Continent-wide market, as indispen- 
sable to strength and efficiency, he actually asked 
for very little. He wanted them to have ready, early 
in 1950, a record of accomplishment and a program 
which would take them “well along the road toward 
economic integration.” He wanted to have “the quan- 
titative restrictions on trade” removed. This means 
a removal of import quotas which, for example, by 
limiting a country’s intake to 500 tractors a year, 
are a far greater bar to a flow of trade than tariffs. 
Tariffs can be gotten around by lowering prices or 
by other means, but quotas cannot. Mr. Hoffman 
also wants the Western European countries to “‘co- 
ordinate national fiscal and monetary policies, abol- 
ish conflicting commercial policies and practices, 
and counteract the inflationary effects of the recent 
devaluations.” 

In response to Mr. Hoffman’s pleas, the OEEC 
Council urged that member countries remove before 
December 15, 1949, quota restrictions on at least 50 
per cent of their total imports on private account 
from the other member countries “in the fields of 
foodstuffs, raw materials and manufactured goods 
counted separately.” It remains to be seen, however, 
how much of the trade will be freed in view of the 
fact that in all Western European countries, a large 
percentage of the goods is purchased on Govern- 
ment account (in Great Britain about 33 per cent). 
These goods will not be affected by trade liberali- 
zation. 

In general, if import quotas are removed, and if 
eventually currencies become freely transferable 
into each other, the situation in Western Europe 
will be just about the same as that which existed 
prior to 1938. This will still be a far cry from eco- 
nomic unification defined as a common currency, one 
tariff, free intra-European movement of labor and 
capital, and the abandonment of controls over mone- 
tary and fiscal policies by individual countries. 
Would the Scandinavian countries, for example, 
permit the immigration of Italian and German 
workers? Would France permit a further concentra- 
tion of steel making in the German Ruhr where 
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Table III 


























Western Europe (ERP Countries) : 
Volume of Trade 
(Measured at 1938 prices) 
All Trade Intra Rest of World 
Exports Imports ERP Exports Imports 
1938 : . 100 100 100 100 100 
1948 
Ist Quar. 74 81 69 80 87 
2nd Quar. 86 90 8I 90 95 
3rd Quar. ~~ oe 87 81 92 91 
4th Quar. 100 88 94 104 84 
| 1949 
Ist Quar. 102 88 92 Vit 87 
2nd Quar. . 104 93 96 110 91 
Source: Recovery Guide—ECA. 

















plenty of coal is available and where iron ore can 
be brought in relatively inexpensively by barges? 

The experience of negotiating the Benelux eco- 
nomic union has shown that economic unification is 
not so easy in these days of planning and monetary 
and fiscal management. One big difficulty has been 
that one country (the Netherlands) has had more 
controls and more “management” than the other 
country (Belgium), which has adopted in general 
a “free market economy.” 

Belgium has had practically no price subsidies, no 
rationing; its budget has been balanced and the rate 
of new capital investments has been rather low — 
perhaps too low in view of the fact that some Bel- 
gian industries are not very efficient; moreover, the 
Belgian Congo has been a big source of revenue and 
dollar earnings. 

The Netherlands, on the other hand, has been 
faced by the problem of repairing heavy war dam- 
age and of providing employment for her rapidly 
growing population. Hence they had to subsidize 
and ration certain essential foods; the budget has 
been unbalanced because (Please turn to page 249) 






















































































Table IV 
ee | 
| Western Europe (ERP Countries) : 
| Trade with U. S. | 
| (millions of $) | 
Imports from U. S. 
1936-38 1947 1948 1949 
12 mo. 12 mo. 12mo. (8 mo. rate) | 
Belgium 77 534 310 321 
Netherlands _ 82 382i 284 
Italy : 65 490 416 S22 
Sweden _ ep 58 397 1g 89 
Great Britain... 499 1,103 644 743 
France 143 816 591 564 | 
Germany 112 584 865 858 
Exports to U. S. | 
1936-38 1947 1948 1949 
12 mo. 12 mo. I2mo. (6 mo. rate) | 
Belgium = 58 57 91 98 
Netherlands ad 26 44 5st 
Italy 43 43 91 a 
Sweden 50 92 9l 50 
Great Britain 174 204 283 215 
France 65 47 74 60 
Germany 79 6 30 46 
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By WARD GATES 


i effect of recessionary influences on over- 
all corporate balance sheets during the first half of 
1949 is interesting to examine, as are also break- 
down statistics applicable to selected individual con- 
cerns. Early this year the widespread urge by in- 
dustry at every level, from manufacturers to 
distributors, to liquidate inventories brought some 
significant changes in their current assets and lia- 
bilities, as well as the relationship of these two 
items. It is especially notable that out of this flux, 
the financial status of many enterprises emerged 
with increased strength in a period marked with 
widely varying earnings. 

We append an illuminating table compiled by the 
National City Bank of New York, showing the net 
assets and liabilities of all U. S. corporations, ex- 
cluding banks and insurance companies, as of June 
30, 1949, as well as at year-ends of 1939, 1945 and 
1948. No better evidence of the current record sound 
position of American industry could be found than 
how total working capital has consistently expanded 
from $24.5 billion from December 31, 1939, to an 
all-time peak of $66.7 billion at midyear 1949. Never 
before in history have our domestic enterprises 
fortified their financial positions so extensively or 
at such a rapid rate. 

Narrowing the study to the first half of 1949, 
corporate inventories were reduced from the boom 
peak of $48.5 billion at the end of 1948 to $45.7 
billion within the short space of six months. This 
drop of $2.8 billion was occasioned not only by 
steady distribution of goods into consumer channels 
but also by readjustment of inventory values to 
lower levels in many cases. Some concerns in ex- 
ceptionally favorable positions actually marked up 
prices and inventories rather than the reverse. We 
mention this because added significance is lent to the 
substantial over-all drop recorded because the figure 
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represented a net bal- 
ance. In the same six 
months’ period, total 
receivables, another 
current asset item, 
were reduced by $1.6 
billion, less because 
of stepped up pay- 
ments than lower 
sales. 

Although part of 
the funds derived 
from liquidation of 
inventories and pay- 
ment of receivables 
were retained as cash 
or for investment in 
Government securi- 
ties, most of them 
were utilized to retire 
bank loans or to pay 
off accounts payable. 
In combination, funds 
used for this latter 
purpose absorbed 
about $4.4 billion 
of cash. On bal- 
ance, though, enough 
funds remained to 
push net current as- 
sets to a new high of 
$66.7 billion as we 
have stated. Addi- 
tionally, the midyear figures indicate that current 
assets held by industry are more than twice current 
liabilities, attesting to an exceptionally satisfactory 
financial position. Furthermore, the proportion of 
current assets representing cash and securities has 
increased. 

This encouraging over-all picture assumes added 
significance because American corporations in the 
first six months of 1949 invested more than $8 bil- 
lion in improving their facilities, in the course of 
which the drain on cash resources was heavy. The 
source from which about $10 billion for added cur- 
rent and fixed assets derived was approximately 
$4.5 billion from retained earnings, $2.9 billion from 
accumulated depreciation charges, $2.3 billion from 
long term loans, while new stock issues accounted 
for only $700 million. 
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Second Quarter Reveals More Incisive Changes 


In some respects, balance sheet changes were more 
apparent in the second quarter than in the first three 
months. Inventories, for example, held steady at 
$48.5 billion throughout the March quarter, the 
same as at the beginning of the year, but declined 
abruptly by $2.8 billion in the following three 
months. This was the first time since 1945 that the 
uptrend in inventories was reversed. The reduction 
in current liabilities was more evenly spread over 
the six months’ period, with a decline of $2.7 billion 
in the first quarter and $2.6 billion in the second. 

The main point of interest is that while total hold- 
ings of cash and Government securities declined by 
half a billion dollars in the first quarter, the reduc- 
tion was more than offset by a rise of $1.7 billion 
in these assets in the second three months. Thus a 
high degree of liquidity was indicated on June 30, 
when cash and Governments represented 69% of 
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Recent Balance Sheet Changes of Selected Companies 
$ million $ million 
Marketable Inven- Current Working Current Long-Term Total 
_ ee Cash _ Securities Receivables tories Liabilities Capital Ratio Debt Capital Assets 
American Locomotive 
June 30, 1948 $ 7.4 $ $16.2 $32.8 $17.3 $39.3 3.2 $13.5 $21.7 $92.5 
June 30, 1949... 8.4 17.3 33.7 15.7 43.8 3.1 15.0 21.7 92.8 
Armstrong Cork 
June 30, 1948 ye 6.5 12.8 23.4 18.2 32.3 au 35.6 110.7 
June 30, 1949. Fab 4.6 12.3 23.4 15.0 33.4 3.2 35.6 112.0 
Atlas Powder 
June 30, 1948 2.7 1.3 5.0 7.4 3.4 13.1 4.9 3.0 15.4 33.1 
June 30, 1949 3.9 3.0 4.4 a5 3.3 5.1 y Ay 15.5 33.3 
Bigelow-Sanford Carpet Co. 
July 3, 1948 5.3 8.9 21.3 9.7 26.0 3.6 5.0 18.1 45.7 
July 2, 1949 4.5 6.6 24.5 9.3 26.3 3.8 5.0 2 475 
Borg-Warner 
June 30, 1948 24.9 15.1 30.6 46.9 39.3 78.3 2.9 30.2 156.7 
June 30, 1949 38.2 a 24.0 42.9 18.4 86.9 5.6 29.8 148.6 
Chrysler 
June 30, 1948... 114.3 83.0 39.8 139.2 161.7 214.7 2.3 217.5 376.5 
June 30, 1949... 138.2 89.8 39.8 159.7 171.4 256.3 2.4 217.5 427.8 
Cluett Peabody 
June 30, 1948 3.6 8.9 35.9 17.0 31.4 2.8 18.3 48.5 
June 30, 1949. 2.4 8.7 35.2 a 38.4 5.8 10.0 17.9 46.3 
Douglas Aircraft 
May 31, 1948 21.9 18.8 28.8 11.2 58.3 6.1 4.4 30.0 88.7 
‘May 31, 1949. 11.0 21.4 20.0 26.1 19.9 58.7 3.9 3.6 30.0 97.8 
Endicott Johnson P 
| May 29, 1948 a0 13.2 42.6 19.0 42.9 KY 27.5 77.3 
May 28, 1949 5.3 10.0 45.7 22.2 39.0 yy 27.5 81.6 
General Cigar 
| June 30, 1948 1.7 3.6 31.1 14.1 22.3 2.5 10.2 36.5 | 
June 30, 1949 1.4 32 34.9 9.2 30.3 4.2 8.0 10.2 39.6 
| General Motors 
June 30, 1948... 404.9 al PL 227.5 732.5 405.1 1,030.9 3.5 125.0 724.5 2,434.1 
| June 30, 1949 sche: Owes 464.7 287.9 822.7 512.3 1,344.9 3.6 125.0 724.5 2,903.5 
| Goodrich, B. F. 
eat A RN ass cceccesicticcictnccetneees, RE 4 56.8 98.5 35.5 140.9 4.9 46.0 85.4 257.8 
June 30, 194¢9........... eae eel 8 57.6 98.7 25.1 154.6 yA 44.0 85.4 266.4 
| International Nickel 
| June 30, 1948....... 72.2 29.2 14.4 59.7 25.7 149.9 6.8 88.3 319.2 
| June 30, 1949 85.8 13.1 14.3 71.2 27.4 157.1 6.7 88.3 329.0 
| Jewell Tea 
| July 17, 1948... 5.8(a) 2.5 t2.7 8.5 12.5 2.4 13.4 30.1 
| July 16, 1949... 6.8 2.6 11.9 8.9 12.5 2.4 13.4 32.4 
| Joy Manufacturing Co. 
| June 30, 1948 . 2.4 1.1 19.4 9.7 232 3.3 .770 39.4 
June 30, 1949 6.0 9.4 20.9 42 29.0 4.9 5.0 797 45.7 
| Link-Belt 
June 30, 1948......... 12.7 3.2 9.5 15.0 15.4 25.5 2.6 15.4 56.2 
June 30, 1949 11.6 Vz 9.2 15.5 12.7 31.0 3.4 15.8 59.7 
| Lockheed Aircraft 
| June 30, 1948 11.9 10.6 27.7 20.0 30.8 2.5 6.0 1.0 70.8 
June 30, 1949............. 12.7 12.1 29.7 26.7 29.4 y 4.0 1.0 775 
Merck & Co. 
June 30, 1948... F2 5.8 19.0 10.2 22.7 3.2 3.0 13.1 57.0 
June 30, 1949. 6.7 6.9 4.8 19.1 9.8 28.7 3.9 5.0 20.1 68.6 
| Mohawk Carpet 
| July 2, 1948 2.0 2.9 3.9 13.9 6.6 16.3 3.4 10.6 30.6 
| July 1, 1949 3.4 4.0 £37 6.8 14.4 3.1 10.6 33.2, 
| Montgomery Ward | 
| duly Si, (940... Eo ASS 166.9 309.0 117.2 388.6 4.3 231.3 564.8 | 
Le eC. | ert 22.5 84.0 157.7 251.9 93.8 422.3 5.5 231.3 573.7 | 
Motor Wheel 
JOC COA 24 ee eee een. S| 4.1 7S 4.8 10.4 3.1 4.2 24.0 | 
June 30, 1949 5.0 4.0 8.5 4.8 12.8 3.6 4.2 26.0 | 
Packard Motor Car 
June 30, 1948 24.8 12.5 5.1 19.7 27.1 37.6 2.3 30.0 94.1 | 
ST GHOR IRR cect antares crcaces 26.0 12.5 Ke 32.6 33.1 43.6 2.3 29.4 106.6 | 
Penney, J.C. | 
June 30, 1948 25.3 a 201.3 116.2 111.4 1.8 34.1 260.6 | 
June 30, 1949 35.0 15.0 1.1 163.8 84.5 130.5 2.5 34.1 253.2 | 
Pennsylvania-Dixie Cement | 
June 30, 1948...... 29 1.6 3.2 2.0 S27 EE 2.0 3.6 13.9 | 
June 30, 1949... 3.1 4 1.3 4.4 a3 6.9 3.9 1.6 4.2 17.4 
St. Joseph Lead ; 
June 30, 1948 8.6 10.0 7.0 6.7 9.2 23.8 3.5 19.7 58.3 
ee. | ee 13.8 8.9 21.8 3.4 19.7 60.9 
(a)—Cash and marketable securities. (Continued on next page) | 
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$ million $ million 
Marketable Inven- Current Working Current Long-Term Total 
Cash _— Securities Receivables tories Liabilities Capital Ratio Debt Capital Assets 

Square “D” Co. 

pune oo, 1eae ERROR Fj 5 3.8 9.7 5.8 12.1 3.0 1.8 6.8 18.0 

June 30, 1949.. RU REN Meo 1.2 3:3 8.5 4.7 iS.7 3.8 12 6.8 18.4 
Sun Oil 

June 30, 1948 25.8 = 28.5 48.4 44.8 58.0 ri 7 143.9 261.5 

June 30, 1949... % piece ae 1.9 24.7 63.7 47.2 59.5 22 6.1 166.7 287.1 
Tidewater Associated Oil 

June 30, 1948... bets Ad 2.4 25.5 48.7 40.6 61.7 25 1.4 82.9 272.3 

June 30, 1949. e . 90 Bi 25.5 60.4 36.3 61.4 2.6 7 81.0 288.8 
Wesson Oil & Snowdrift 

May 29, 1948.00. 14.3 3.0 13.4 28.1 15.1 43.8 3.9 Sates 19.8 87.6 

May 28, 1949 7.8 : 12.6 29.8 12.0 38.4 4.2 ‘ 20.1 84.0 
White Motor 

oo | eee 6.6 : 8.9 28.3 15.6 28.1 2.8 5.5 6 59.4 

June 30, 1949 : Ae 4.5 7.8 27.4 9.2 30.5 4.2 LAL 6 55.3 























total current liabilities in contrast to 61% on De- 
cember 31, and only 43% just before the war. To 
some extent this improvement was due to reduced 
tax liabilities stemming from reduced operating 
revenues. . 

How substantially individual corporations have 
shared in the generally improved financial status of 
industry as a whole is of incisive interest to in- 
vestors. For this reason we have selected 30 repre- 
sentative concerns to show various items in their 
balance sheets as of midyear 1949 compared with 
the same time a year earlier. We have listed these 
companies on another appended table, together with 
pertinent statistical data that our readers may find 
useful in following our supplementary comments. 
Conditions among different industries have varied 
so much in the last year, as well as among their com- 
ponents, that company experience as to working 
capital changes forms a sound basis for discussion. 

In the railway equipment industry, the locomotive 
division has the slowest turnover. To operate, ac- 
































Working Capital of All U. S. Corporations, 
Excluding Banks and Insurance Companies 
(In billions of dollars) 
Dee. 31, Dec.3!, Dec. 31, June 30, 
1939 1945 1948 1949 
CURRENT ASSETS 
Cash ; ne < | $21.7 $24.0 $24.3 
U. S. Govt. securities... 2.2 21.1 13.9 14.8 
Receivables, net ne 22.1 25.9 38.7 37.3 
inventories 2. BD 26.3 48.5 45.7 
Other current assets 0. = 4 2.4 1.6 1.4 
Total current assets... 54.5 97.4 126.7 123.3 
CURRENT LIABILITIES 
Notes & accounts payable... 21.9 25.7 37.1 32.7 
Federal income taxes ........... (1.2 10.4 11.6 10.6 
Other current liabilities... 6.9 9.7 13.1 13.3 
Total current liabilities........ 30.0 45.8 61.9 56.6 
NET WORKING CAPITAL. 24.5 51.6 64.8 66.7 
RATIOS: 
Current assets to current 
Vics ibities Yn eeeneee . 182 213 205 218 
Cash & Govt. securities to 
current liabilities—% ... 43 93 61 69 
Sources: Treasury Department annual “Statistics of Income” for 1939- 
45; Securities & Exchange Commission estimates for 1948-49. 




















cordingly, considerable working capital is required, 
though as most work in process is on a custom- 
built basis, inventory values are more than usually 
stable. Similarly, receivables held are above average 
dependable. In scanning the June 30, 1949, balance 
sheet of American Locomotive Company, the fore- 
going facts should be properly considered because of 


’ total current assets amounting to $59.4 million, 87% 


are represented by inventories and receivables and 
13% by cash or its equivalent. In the course of a 
year, the company’s working capital rose to an all- 
time peak of $43.8 million, while a current ratio of 
3.1 indicated a comfortable financial position. This 
concern has spent only moderate sums for expansion 
in postwar and to assure ample working capital, es- 
tablished a $16 million term bank credit about two 
years ago, on which it still could draw $1 million if 
needed on June 30. 


Borg-Warner Corporation, a soundly entrenched 
producer of automobile parts and numerous con- 
sumer durable goods, had a record volume of $309 
million in 1948, a rise of about 50% since 1943. 
But through retained earnings and depreciation 
charges, working capital to handle the enlarged 
sales has increased proportionately faster. Working 
capital as of June 30 was $8.6 million higher than 
a year before and current assets were 5.6 times cur- 
rent liabilities in contrast to a ratio of 2.9 in June, 
1948. Additionally, by liquidation of $15 million 
securities, cash holdings rose to $38.2 million or 
386% of total current liabilities. All said, the work- 
ing capital of this concern appears more than ade- 
quate to meet all requirements. 


Leading Automobile Manufacturers 


Among manufacturers of automobiles, Chrysler 
Corporation has maintained an exceptionally com- 
fortable working capital position despite a sharp 
uptrend in annual volume in recent years. In con- 
trast to most industries, automobile makers con- 
tinued to prosper on an increasing scale in the first 
half year. Thus through retention of large earnings 
and rapid turnover, Chrysler’s working capital ex- 
panded from $214.7 million in June, 1948, to $256.3 
million by midyear of 1949. While in the same period 
inventories rose $20.5 million, holding of cash and 
marketable securities advanced by about $30 million 
for a total of $227 million or far in excess of $171.4 
million total current lia- (Please turn to page 252) 
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FOUR COMPANIES 


Affording 
Diversified Stability 


SELECTED BY OUR STAFF 


¢ 

» a on a single market, despite its 
broad dimensions, has periodically forced numerous 
concerns to struggle with sharply reduced volume 
and even more drastically shrunken earnings. 
Awareness of this handicap has frequently induced 
managements to vary their ouput with the thought 
that diversification might tend to stabilize their 
operations in generally recessive periods. In some 
cases such steps have fulfilled the expectations of 
their sponsors, as well as expanding over-all 
earnings. 

Unfortunately, however, a good many concerns 
have not had a happy experience in attempting to 
manufacture and distribute goods in no way related 
to their normal activities. The vast amount of de- 
ferred demand in most fields at the end of World 
War II often created false notions that by going 
into other lines, a concern could not only achieve 
considerable stability in leaner times but with mod- 
erate effort expand earnings substantially in the 
meanwhile. With the return of genuine competition, 
some manufacturers have learned to their sorrow 
that to make an item efficiently is one thing, but to 
sell it profitably in markets foreign to the usual 
experience is something else. As a result, inventory 
pangs have intensified and reports are increasingly 
heard of enterprises attempting to rid themselves of 
plants and products on which they placed false 
hopes not so long ago. 

On the other hand, there are, as usual, many ex- 
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ceptions to the rule. To 
many concerns, diversifi- 
cation has been no recent 
novelty and a fairly long 
record has confirmed the 
wisdom of such an un- 
dertaking. Sometimes the 
acquisition of another 
concern in an unrelated 
field has been based on 
the sound assumption 
that it is well entrenched 
with its own particular 
trade and that an ex- 
perienced sales force will 
continue to assure satis- 
factory sales. Equally 
beneficial have been cases 
where a concern making 
one product had many 
customers ready and able 
to distribute goods of as- 
sorted description, thus 
making it possible for 
the producer to utilize its 
regular salesmen as a 
cost-saving measure. 

As a rule, though, suc- 
cess in diversification has 
been won through astute 
appraisals of marketing 
and manufacturing prob- 
lems, the presence of ex- 
ecutive personnel famil- 
iar with these factors, or 
ability to weave the un- 
related product into the 
pattern of normal opera- 
tions. In some instances 
diversification has 
stemmed from a natural 
desire to utilize more fully existing facilities and to 
employ over-abundant working capital. 

Numerous cases could be cited where one or more 
of the foregoing influences have stimulated diversi- 
fication policies that promise to strengthen earnings 
and dividend potentials, while incidentally tending 
to minimize seasonal and industrial slumps. Because 
of widely varying company experience in the cur- 
rent year of broad adjustments, it is no simple mat- 
ter to weed out concerns where recent discouraging 
results from diversification may prove a permanent 
handicap. In some cases this outcome may become 
clearer as 1950 unfolds, though in other instances 
efficient management may succeed in substantially 
overcoming present difficulties. 





Our Selections 


As a result of careful research our staff has 
selected four prominent concerns whose experience 
with diversification has clearly been above-average 
satisfactory over quite an extended period. This 
element, though, is only one of many that tend to 
enhance the fundamental merits of the companies 
we have chosen. Prospects of well sustained de- 
mand, evidence of farsighted and aggressive man- 
agement, strong trade positions and sound finances 
have counted heavily. All of these considerations 
are transcendent in view of greatly intensified com- 
petition in the respective (Please turn to page 247) 
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DU PONT DE NEMOURS DD wae GENERAL AMERICAN TRANSPORT GMT 
=— ; —}—-—_ ae Adjusted —j———J : on Price Range — | 
aes Ee: Chenicals, etc. Price Range RR Tank Cars 1929 - 1935 | 
SSE CTE oR 1929 - 1935 aes High — 123% 
High — 573 Low — 9% 

























































































































































































































































































































































































































































































BUSINESS: Company is the largest factor in the chemical industry, its 
diversified output serving almost every segment in the economy. Output 
includes rayon, nylon, cellophane, organic chemicals, fabrics, explosives, 
pigments, dyestuffs and photo products. Investments include large hold- 
ings in General Motors Corporation, Remington Arms Company and 
Canadian Industries, Ltd., thus indirectly expanding the scope of du Pont’s 
field of interest. 


OUTLOOK: It is difficult to view the horizon for du Pont with anything but 
optimism when noting the company's gradual uptrend in annual volume 
from $64.6 million in 1925 to $968.7 million in 1948, and a corresponding 
rise in net earnings from 44 cents a share (based on present capitaliza- 
tion) to $3.28. Such a record reflects the effect of endless research in 
broadening the potentials of every form of enterprise. While the com- 
pany's greatly diverse output precludes detailed comments on their 
individual outlook, it is hard to find one where the long term demand 
should not increase in line with our general economic growth. While the 
chemical business has won for du Pont a remarkable record for stable 
earnings, the company's investment holdings of 10 million shares in 
General Motors Corporation have increasingly swelled over-all income. 
In the current year alone, du Pont will receive $80 million in dividends 
from GM compared with an estimated net income of around $135 million 
from its regular activities. This shows incisively the wisdom of investing 
heavily in an unrelated industry. The company reported net earnings of 
$2.85 a share in the first nine months of 1949, 37% higher than in the same 
1948 period, and a much sharper gain is indicated for the final quarter. 
DIVIDENDS: Payments have been regularly maintained since 1904 and 
shareholders have been allotted an average of more than 85% of net 
income in the last ten years. In the first three quarters of 1949, total divi- 
dends equalled $1.90 a share on common stock outstanding after the 
recent 4 to | split. 

MARKET ACTION: Recent price—6! compared with a 1949 range of high 
—62, low—43!/,. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 











1940 1948 Change 
ASSETS (000 omitted) 
Cash .... ie . $120,280 $ 122,275 +$ 1,995 
Marketable ‘Securities 19,979 ,000 + 28,021 
Receivables, Net .............. 40,244 79,414 + 39,170 
Inventories ... 62,379 157,125 + 94,746 
TOTAL CURRENT ASSETS . 242,882 406,814 + 163,932 
investments ............. ee 242,670 323,405 + 80,735 
Plant and Equipment......... : 410,779 809,025 + 398,246 
Less Depreciation .................... 133,581 396,000 + 262,419 
Net Property ... Hed | 277,198 413,025 -+ 135,827 
Other Assets ............. oss 38,561 46,1 ob 7,539 
TOTAL ASSETS .. . $801,311 $1,189,344 +$388,033 
LIABILITIES 
Accounts Payable .................................. $ 34,219 $ 60,514 +$ 26,295 
Income Tax Accruals.... 51,089 2,873 48,216 
re eee 9,178 23,699 14,521 


TOTAL CURRENT LIABILITIES 
Reserves 
Other Liabilities .... 
Preferred Stock 

Common Stock ... 
Surplus .... 
TOTAL LIABILITIES . 
WORKING CAPITAL 
CURRENT RATIO 
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BUSINESS: Primary business is leasing of tank, refrigerator and specially 
designed railway cars on a nation-wide scope. Diversification is achieved 
by manufacture of railway equipment, operation of tank terminals, pro- 
duction of motor buses, plastic products, welded steel tanks and processing 
equipment for the chemical and food industries. 


OUTLOOK: General American Transportation Corporation's active fleet 
of more than 57,000 specialized railway cars should continue in wide- 
spread demand as long as industrial activity remains at a high level. 
Operations in the current year reflect the benefit of a gradually increas- 
ing fleet. The present reluctance of railroads to purchase new equipment, 
while adversely affecting the company's car manufacturing division, is 
offset by an increasing demand for leased equipment as well as for re- 
pairs. Demand should continue strong for specially designed tank cars 
needed by the chemical and other industries to transport new liquids 
resulting from large scale research. Tending to assure more stable earnings 
are also the newer activities of this strong concern, with the plastics, process 
equipment, plate and welding divisions now operating profitably. In sup- 
port of this surmise, the company has reported net earnings equal to $4.17 
per share for the first nine months in contrast to $4.01 in the same period 
last year. While the leasing of cars, even in lean times, has unusually 
stabilized the earnings of this concern, as shown by consistent profits in 
every year since 1916, added confidence in steady income is lent by the 
company’s well considered ventures into somewhat unrelated activities. 


DIVIDENDS: 1949 is the 30th consecutive year in which shareholders have 
received dividends. In the past decade payments have ranged from $2 
to $3.25 per share, the latter paid in 1948. Payments in 1949 will total 
$3 a share. 














MARKET ACTION: Recent price—46!/2, a high for 1949 and compared 
with a low of 4134. The indicated yield is 6!2%. 
COMPARATIVE BALANCE SHEET ITEMS 
December 31, 
1940 1948 Change 
ASSETS (000 omitted) 
NN a ea cet ecei casi al Aan os aes Rak een bese $ 3,610 $ 7,373 4+-$ 3,763 
nn RR RED, AE Oe 6,156 10,570 -t 4,414 
SVORIRIIOS «.:.00050i0-050050000505 4,961 32,612 + 27,651 
TOTAL CURRENT ASSETS...................... 14,727 50,555 +- 35,828 
Plant and Equipment.............................. 130,030 180,570 -+ 50,540 
Less Depreciation ................... 52,031 92,295 + 40,264 
Net Property ..... 77,999 88,275 4+- 10,276 
NIE so 5hc cscatsbuvens uty tess taatass 2,346 3,827 + 1,481 
MDPC CROOIS 56: cas ccncscccecessosens 3,066 5,475 + 2,409 
WS TAUASSETS 68 es | §$ 98,138 $148,132 +$49,994 
LIABILITIES 
EID iss oa sone caw siccecscsccesesccess «Fe cibbnsteene —$ 7,406 
Accounts payabie Sess , 3,213 13,696 -+- 10,483 
I reek chk s sk ancspivtinnsdewidduiowcseahsdogs 602 641 ote 3 
Accrued Income Tax ie 1,371 4,120 + 2,749 
TOTAL CURRENT LIABILITIES. 12,592 18,457 + 5,865 
Other Liabilities -- 516 
hE nn eee 1,315 1,186 — 129 
Funded Debt ....... 21,894 39,872 + 17,978 
IE cc ccscscasibaeccucabeaicenels, - _ sammie 14,671 + 14,671 
Common Stock ... 5,161 5,309 + 14 
ET RTE 56,660 68,637 + 11,977 
TOTAL LIABILITIES ...... $ 98,138 $148,132 +$49,994 
WORKING CAPITAL .... $ 2,135 $ 32,098 +$29,963 
PUN OURNNUGD noi, 5200. cosccacesesasscneasesssers 1.1 a. 
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-|Funded Debt: $46,271,500 —}- 

“te : ; : Se CEE | Shs. 442 Pfd A: 146,710 - no par —{—— 
<< a Stare ae ee 
SESE PPE TRESS CR —| Shs. $3.50 Pfd: 1,000,000 - no par— p 
a ae ee ee 44, “ - - $5 par = 
ae STEN OS Fiscal Year: Dec. [ = a Ses aad | 
2s 2 + ——— al : ——f SHARES +——— ES SS Ss 

>] Trovnane oF suanes —— > S| a | A SE TTS a 

mn " nee = GAT SESS Gee ce ae } — — tty ae 
: ii Doth autttite thin hi n ] { 
936 1939 1940 1941 1942 = 1944 1945 | 1946 1947 1941 1942 1943 1944 1945 1946 1947 1948 1949 
93_[ 1.91 | 1.79 | 1.86 | 1.39 [ 1.39 | 1.65 | 1.57 | 2.36 | 2.47 | 3.28 2.91 | 3.11 | 4.11 | 3.75 | 3.20 | 4.12 | 2.86 | 2.73 | 3.45 | 6.60 | 5.72 
813 1.75 | 1.75 1.75 | 1.06%] 1.0 6| 1. 31d] _ 1.314] 1.75 + 00 | 2.439 2.25 | 2.37%] 3.00 | 3.00 2.00 | 2.25 | 2.50 2.50. 2.50 2.75 | 3.25 

162.2! 148.3 | 149.8] 173.1) 202.7) 227.6, 284.8! 260.3 | 326.4; 319.7 We Cap $ 3.8 2.1 5.3 9.5 16.7 | 16.2 19.7 19.4 30.9 | 28.3 | Wee Go cu! 
E. |. DU PONT DE NEMOURS & COMPANY GENERAL AMERICAN TRANSPORTATION COMPANY 
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MOTOR PRODUCTS MPS - AMERICAN CHAIN & CABLE ACN - 
« ——p Adjusted — ; t= Adjusted 
Auto Equipment —| Price Range —] ‘Weed Chains’ Price Range — 
—— 1929 - 1935 —}80 1929 - 1935 — 
3 ——jte-n = High — * = 
low = y= Low — al 
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- - - +h 4 0 
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a = | "1 Teittt A | 
art Hg } 
+ — +t 4 
ally o. alk: x us m7 + +— = 20 
= Pr LA | n a — yy t 
2 ; 11 i as Ty H a : 
{ith i HTH oo |e Fonded Debt: None 15 
——— Tat bi T + f Shs.’ $5 Pfd: 36,643 - $100 par 
ee 7 : P15 1 Mi Shs.Common: 1,057,314 mo par 
fe 2 ra Fiscal Year: Dec. 31 
“ at Hr 10}}-+ [— . 10 
a = E. = -— 
} {——} t 5 
THOUSANDS OF SHARES ‘® t THOUSANDS OF SHARES = 
5 I ~T 
== : =e 2 : iB 
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MOTOR PRODUCTS CORPORATION 


BUSINESS: Company manufactures a broad line of automobile parts 
mainly sold as original equipment, and additionally, truck and trailer 
framings, metal joists for building construction, a line of home freezers 
known as Deep-freeze and bottle coolers for the Pepsi Cola Company. The 
company is also active as a producer of aircraft parts. 


OUTLOOK: A strongly entrenched trade position with automobile manu- 
facturers assures Motor Products Corporation of a fair share of business 
from virtually every concern in this field. This advantage has been re- 
flected by record sales in the last three years, featured by an uptrend 
that has extended through nine months of the current year. As the out- 
look for high level sales for the motor industry in 1950 now seems increas- 
ingly bright, this parts supplier should continue to prosper. Motor Products 
Corporation was a pioneer in the development of home freezers and its 
manufacture of Deepfreeze units has been very profitable. Plants of this 
division have been expanded and modernized and distribution is now 
made through about 6,000 retail outlets. Demand in the current year for 
much of the company’s diverse output has been so strong that operations 
have been on a two shift basis. The promising outlook has led the man- 
agement to begin construction of a new plant in Marion, Ohio, with a floor 
space of 236,000 square feet. In the last three fiscal years ending June 30, 
earnings have been sharply higher than in any former periods, partly due 
to the exploitation of home freezer markets. In the fiscal quarter ended 
September 30, net of $2.89 a share was reported. On the whole, the 
medium term outlook for Motor Products Corporation invites considerable 
optimism. 


DIVIDENDS: Although no payments were made in 1933-34 or in 1938-39, 
dividends have otherwise been paid since 1929. Quarterly payments of 
50 cents a share have been made for more than a year past. 


MARKET ACTION: Recent price 23'/4 compared with a 1949 high of 251/, 
and a low of 1634. The current yield is about 8!/.%. 


COMPARATIVE BALANCE SHEET ITEMS 












June 30, 

1940 1949 Change 
ASSETS (000 omitted) 
MI co 5, einstevarterters SE hae Roe Ry eae ae $1,939 $ 3,253 +$ 1,314 
Marketable Securities ...............00..00... 899 188 _— 711 
Receivables, net ... piilenvesicecetereles 923 5,690 + 4,767 
SMOSRREMR rs overs ce OEE Tt Sk 495 6,411 + 5,816 
TOTAL CURRENT ASSETS..... veovass Gee 15,542 + 11,186 
Plant and Equipment...................00....... 4,351 8,883 + 4,532 
less Depreciation ....................cc000 2,005 3,365 -+- 1,360 
Net Property ............ 2,346 5,518 + 3,172 
Other Assets .......... : 423 146 - 277 
TOTAL ASSETS ..... . SF,1295 $21,206 +$14,081 
LIABILITIES 
Accounts Payable .....0..........0.ccceee. $ 294 $ 2,798 +$ 2,504 
CUS ee ae een one 283 1,767 + 1,484 
Income Tax Accruals..... rere ae 312 1,580 + 1,268 
TOTAL CURRENT LIABILITIES.................. 889 6,145 + 5,256 
LENCE et Rm dere ei 440 43 
Capital Stock .... 3,903 - 9 
| CS 10,718 8,877 
TOTAL LIABILITIES $21,206 +$14,081 
WORKING CAPITAL $ 9,397 +$ 5,930 
IMEPOW MEIREEO: «..<.-5.csncncccccucosssorscressears 2.5 2.4 
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AMERICAN CHAIN & CABLE COMPANY, INC. 


BUSINESS: Company's main activity, as the name implies, is production 
of cables, chains and wire ropes. A wide range of other products includes 
lawn mowers, many kinds of machinery, steel and malleable castings, 
valves, hoists and cranes, to mention a few. 


OUTLOOK: The output of this concern is so highly diversified that produc- 
tion is handled by 17 divisions. It is notable, though, that in broadening 
the scope of activities in recent years, the management has wisely confined 
its list of products to durables. Furthermore, the character of offerings is 
generally both useful and not overly expensive for a broad range of in- 
dustrial customers. To a considerable degree, this promises to expand 
sales in good periods while at the same time minimizing downtrends in 
lean times. How constructive diversification has proved for American Chain 
is well shown by an irregular uptrend in volume from $14.3 million in 1934 
to $63.6 million in 1948, with operations profitable in all years. Efficient 
control of costs is shown by unusually stable earnings in the last ten years, 
reaching a peak of $5.32 a share in 1948. Volume for nine months of 1949 


was closely comparable to that in the same span of 1948, but earnings. 


for the third quarter are not yet available. For six months, net declined 
about 3% and due to the unsettlement in the steel industry is unlikely to 
match last year’s full showing. Looking ahead, though, the company's 
outlook is reassuring. 


DIVIDENDS: Except in the 1932-35 period, dividends have been paid 
regularly since 1923 at least. Annual payments have varied considerably 
but have averaged about $1.80 per share for ten years past. A regular 
quarterly rate of 40 cents a share has been maintained in the first three 
quarters of 1949, with a fair prospect for a year-end extra in the final 
period. 


MARKET ACTION: Recent price—23!/, compares with a 1949 range of 
high—24!/, low—19!/2. Based on 1948 dividends, the yield is 82%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31, 
o 


1948 Change 

ASSETS (000 omitted) 
Cash Danieiasaivaks $ 3,200 $ 7,831 +$ 4,631 
Marketable Securities 75 79 a a 
I onan aces cccccenscccccccaccocccenes 5,035 6,523 + 1,488 
Inventories ............... 7,218 13,158 + 5,940 
TOTAL CURRENT ASSETS 15,528 27,591 -++ 12,063 
Plant and Equipment 17,593 22,820 + 5,227 
Less Depreciation .. 9,600 14,139 + 4,539 
Net Property .. 7,993 8,681 -| 688 
RII aecvse vice och csaccrceseentane 430 386 44 
Other Assets ........... 376 712 - 336 
TOTAL ASSETS .............. $24,327 $37,370 +$13,043 
LIABILITIES 
RANG II 5a bisesicsecscscesincsiccesensaies $ 1,113 $ 2,114 +$ 1,001 
yf SG CREE ae oererreee 991 2,333 = 1,342 
Income. Tax Accruals ... decudegsasees 2,087 103 — 1,984 
TOTAL CURRENT LIABILITIES................ 4,191 4,550 - 359 
WN heidesenscscssivcasiscnizees 227 197 — 30 
Preferred Stock ........... 5,692 3,884 - 1,808 
Common Stock ........... ; 6,321 8,129 1,808 
Neots oin fanace Sacancoesc asi cedes-cexsseceuatins 7,896 20,610 + 12,714 
TOTAL LIABILITIES $24,327 $37,370 +-$13,043 
WORKING CAPITAL . Or $23,041 +$11,704 
a iin acenecuinenvonsuncdeanades 3.7 6.0 + 2.3 
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Yr for chewing gum, as with tobacco 
products, has such inherent stability that the few 
dominant concerns in this industry have established 
outstanding records for both earnings and divi- 
dends. With more than 90% of total annual sales 
in this field accounted for by three companies, Wil- 
liam Wrigley Jr. Company, American Chicle and 
Beech-Nut Packing Company, all highly successful 
enterprises, competition is considerably narrowed. 
This lends interest to studying the records, current 
status and potentials of Wrigley and American 
Chicle, the two most important units in this spe- 
cial industry. 


For decades past these two aggressive concerns 
have vied with each other to capture an increasing 
share of world markets constantly expanded by 
population growth. The gum chewing habit seems 
to have become permanently ingrained among peo- 
ple in every land, and as it can be satisfied at such 
low cost, variations in national income, whether up 
or down, exercise a minor influence on consumption. 
The convenient size of gum, together with the rela- 
tively long time it can be enjoyed, provide strong 
competition with candies, though the element of 
flavor is shared. 


There are many psychological factors that give 
gum an advantage over competitive items, and these 
importantly affect the progress of its producers. 
Gum manufacturers rather easily substantiate 
claims that their product alleviates thirst, aids di- 
gestion, benefits teeth and gums and relieves hear- 
ing troubles at high altitudes or during colds. More 
significantly, though, is its merit in relieving nerve 
tension. Recognition of this latter benefit led the 
Government to order vast quantities of gum for the 
Armed Forces during the war; most football players 
chew gum, and many industrial managements en- 
courage its use in factories where smoking is pro- 


hibited. 
Both Wrigley and American Chicle have similar 
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By GEORGE W. MATHIS 


operating problems 
and advantages. The 
manufacturing pro- 
cess is highly mech- 
anized, holding wage 
ratios at a level far 
below those in most 
other industries. In 
prewar wages ac. 
counted for hardly 
more than 7% of the 
product value, and 
while it has now 
probably risen, it re- 
mains very low by 
usual standards, 
Chewing gum _ nor. 
mally consists of 


about 63% sugar, 
20%  chicle, 16% 


corn syrup and 1% 
flavoring. Of these 
elements, chicle has 
been by far the most 
expensive because it 
is derived only from 
tropical countries in 
Latin-America and 
is not susceptible to 
plantation culture. 
Hence both of the concerns under discussion have 
had to go far afield in obtaining foreign govern- 
ment concessions in remote areas where, after na- 
tives gathered the chicle, it often had to be trans- 
ported by airplanes to the nearest port. 


Science, however, has greatly aided gum manu- 
facturers in postwar by providing a substitute for 
chicle. When the Mexican Government in 1946 
nationalized the chicle industry, the price soared 
to around 86 cents a pound. This handicap, how- 
ever, stimulated the development of a synthetic 
ingredient derived from poly-vinyl-acetate and syn- 
thetic rubber at prices below 60 cents a pound. This 
new base has proved very satisfactory as to quality, 
price and availability, in consequence of which it 
now accounts for about 60°% of the total bases 
used. In the course of its employment, unit costs 
are somewhat reduced in that the synthetic mate- 
rial requires neither moisture removal nor purify- 
ing. By and large, this fruit of extensive research 
promises to reduce or stabilize the operating mar- 
gins of both Wrigley and American Chicle impres- 
sively in the years ahead. 





Heavy Promotional Expenses 


As the relative merits of the various gum brands 
are not very apparent, their producers are forced 
to spend large sums to win consumer acceptance. 
Four main types of gum are manufactured; stick 
or slab, candy coated, bubble and medicated. Stick 
gum enjoys immense popularity, as shown by esti- 
mated consumption of around 20 million pieces in 
1948, with candy coated items a poor second around 
6 million. In order to promote sales and to main- 
tain competitive positions, gum manufacturers 
have to maintain. large sales organizations, spend 
substantial sums for advertising and often allow 
valuable premiums to attract dealer trade. 


But modest as the retail] price of gum is, mass 
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production and the relatively 
low cost of raw materials en- 
able the leading manufacturers 
to maintain unusually liberal 
operating margins, despite the 
fact that sales costs may absorb 
as much as 35% of dollar vol- 
ume. Since retail prices for gum 
are stable, profits of Wrigley 
and American Chicle hinge im- 
portantly upon variations in 
their policies with dealers and 
amounts spent for promotion. 
Large scale advertising has bene- 
fitted both concerns equally by 
expanding the consumption of 
gum, as shown by per capita 
purchase of about 182 sticks last 
year compared with 104 sticks 
just prior to World War II. 





Long Term Record 


Now that we have briefly 
described the general operating 
and market fundamentals of 
these two long established gum 37. 
manufacturers, we will examine 
their long term progress, results in the current 
year, and attempt to visualize their respective fu- 
ture potentials. Suppose we start with William 
Wrigley Jr. Company first. Over a period of nearly 
half a century, the Wrigley name associated with 
such widely advertised brands as “Spearmint,” 
“Doublemint” and “Juicy Fruit” has become a 
household word all over the globe. As a result of 
accumulated sales efforts over a long period, no less 
than 1.2 million distributors now carry the Wrigley 
products on their shelves. This progress has been 
achieved mainly without acquisition of other con- 
cerns, significant if one considers that the com- 
pany’s 1948 volume of $61.4 million was virtually 
double the $30.7 million reported in 1936. 

It is interesting to find that 
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4.9 | 44. 


38.2 | 39.3 
larger working capital, as indicated by current as- 
sets of $53.6 million compared with current liabili- 
ties of only $11.4 million. It seems clear that the 
company has made efficient use of existing facilities 
to expand output and through extensive moderniza- 
tion expects to reap a similar advantage in the 
future. 

Aside from Wrigley’s main plant in Chicago, a 
modern structure with a daily capacity of at least 
7.5 million packages, the company owns an $8.4 
million office structure in that city. Foreign opera- 
tions are conducted by subsidiaries located in 
England, Canada, Australia and New Zealand. 
Earnings by the overseas units in 1948 amounted 
to more than $1.4 million or 12.4% of the com- 
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three-year period ended Decem- 
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expansion. These outlays, though, 




















brought total assets to only 
$69.1 million at the end of last 























year compared with $61.1 mil- 
lion as far back as 1932. Fur- 
thermore, liberal dividend poli- 
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pany’s total net of $11.4 million, but the amount 
of dividends actually received from this source was 
limited to about $873,000. In this connection it is 
pertinent to note that foreign currency devaluations 
will likely shrink earnings derived from subsidi- 
aries located in the areas mentioned. 

Volume of Wrigley in 1948 rose to an all-time 
peak of $61.4 million, 22% above 1947, and the up- 
ward trend has continued through the first nine 
months of the current year with net sales for this 
interim period reported as $52.9 million, not far 
below last year’s entire volume. Nine-month earn- 
ings of $4.82 per share compared with $4.51 in the 
same period last year, pointing to net profits of 
close to $6.50 a share for all of 1949. 

From the appended table it will be noticed how 
favorably such prospective earnings would compare 
with a ten year average of $3.87 a share in the 
1939-48 period. Accountable for the current im- 
provement are increased sales, together with ample 
supplies and reduced costs of raw materials. De- 
spite heavier promotional expenses, the company’s 
pretax margin rose slightly to 29.2% in the first 
nine months, the highest level for the past four 
years, though between 1936 and 1944 it never fell 
below 30% and reached a peak of 37.7% in 1941. 
Considering that Wrigley’s final net of $11.4 mil- 





lion in 1948 represented 18.6% of sales, it is clear 
that heavy competition has not prevented this con- 
cern from maintaining margins at a far more fay- 
orable level than most industries. 

As for treatment of stockholders, Wrigley has an 
unusual record for stability and liberality. Divi- 
dends are paid monthly at a rate of 25 cents a share 
and through November 1, 1949, have been supple- 
mented by two extras of 50 cents each, bringing 
the total for 11 months of the current year to $3.75 
a share compared with $4 in all of 1948. If earnings 
continue their recent uptrend, further payment of 
extras may be expected and perhaps at more fre- 
quent intervals. Since 1913 shareholders have re- 
ceived dividends regularly and never less than $3 
per share in any year since 1928 at least. 

American Chicle Company, incorporated in 1899, 
had an early advantage over William Wrigley Jr. 
Company, in that it represented a consolidation of 
six well established chewing gum manufacturers, 
Among these were several with popular brands, in- 
cluding Adams & Sons Company, Beeman Chemical 
Company, J. P. Primley, Kis-me Gum Company, W. 
J. White & Son and a Canadian concern, S. T. Brit- 
ten & Co. By 1916 the family had been increased by 
the acquisition of Sterling Gum and eight other 
American, Canadian and English producers. 

Out of this aggregation flowed 





a stream of such popular gum 





Comporative Statistical Summary 


brands as Chiclets, Dentyne, Adams 
Pepsin, Black Jack, Beemans Pep- 
sin and Adams Clove, to mention 





American Chicle 

















CAPITALIZATION: As of 2 6/30/49 
Capital Stock (number of shares) 1,298.475 | 
INCOME ACCOUNT: For year ended... 12/31/48 
Net sales [000 omitted)... : $38,913 
Net Sales Per Share... oe $29.97 
Earnings from Operations...................... $ 7,610 
Operating Margin wet, 19.5% 
Net Income (000 omitted) eee $ 5,095(*) 
Net Profit Margin... 13.0% 
op NS eee ee ea $ 3.92(*) 


EARNINGS & DIVIDEND RECORD (per nis — 


10 Year Average Earnings 1939-4800 cence $ 2.75 
1948 Dividend . : ites $ 2.50 
10 Year Average Dividend 1939-48... $ | 


INTERIM REPORTS: As of 














Net Sales phase pes Na 
Pre-Tax Margin ...... Las Na 
Net Income (000 omitted). $ 3,252 
Net Per Share... Pac S a ON aaa ce Ly $ 2.50 
Net Pron Margin. os Na 
BALANCE SHEET (000 omitted): As of............. 6/30/49 
Cash and Securities... 5 de ae $ 8,777 
Cash and Securities as % of Current Assets. B9:3y5 
Inventories ...... r $11,621 
Inventories as % of Current Assets... S21'y, 
Total Current Assets renee et Ne $22,298 
Total Current Liabilities... LL aen ee $ 4,382 
Net Working Capital nc ceennmmee $17,916 


Current Ratio ......... See au f 5.0 








Fixed Assets, Net $ 4,090 
Total Assets .. LE PO NEO $27,591 
Book Value Per Share... $17.87 
Net Current Assets Per Share... : $13.79 
Recent Price of Common......... 443% 
Dividend Yield (on 1948 Dividends), _. orn 5.6% 
Price-Earnings Ratio (to 1948 Earnings)... saree 11.2 


..9 mo. end. 9/30/49 9 mo. end. 9/30/49 


Wrigley, only a few. Ever since its inception 
Wm., Jr. Co. the business has proved both sta- 
12/31/48 ble and profitable, but it is well 
1.968.487 to consider that despite this strong 
aus competition the Wrigley concern 
12/31/48 not only carved out an entirely 
$61,440 new market for itself but soon 
ceed took the lead in volume and has 
28.8%, held it ever since. In the last dec- 
$11,455 ade, though, American Chicle has 
18.6% gained incisively, both as regards 

$ 5.82 annual sales and stature. 
Reference to our table will show 
$ 3.87 that in the year ended December 
$ 4.00 31, 1948, American Chicle’s vol- 
$ 3.45 ume was $38.9 million compared 


with $61.4 million for Wrigley. 


On the other hand while Wrigley, 


yond as we have previously stated, dou- 
$ 9,480 bled its sales last year compared 
$ 4.82 with 1936, American Chicle’s gain 
17.9% in the same period was almost 
12/31/48 fourfold. These figures would in- 
$30,121 dicate that while the business of 
56.1%, both concerns has substantially ex- 
$20,987 panded in recent years, American 
Pag) Chicle has been able to capture an 
$1 1.479 increasing share of the total mar- 
$42,200 ket. 
4.6 
$13,900 
$69,100 Will Trend Continue? 
$29.27 
$21.44 ' : : 
7 Whetker the trend will continue, 
5.1% however, is another matter. 1948 
13.2 volume of American Chicle rose 





(*) Net Profit after Adjustment of Special Reserves 








hardly 2% above 1947, and for the 
first six months of 1949 was about 
(Please turn to page 247) 
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&. reviewing the outlook for the paper 

industry a few months ago, we pointed to 
growing optimism in the industry that the 
fall would bring a snap-back in activity from 
the recessionary level that prevailed in the 
first six months. As these hopes seem to have 
been rather widely realized, it is interesting to re- 
appraise the potentials of leading paper manufac- 
turers for the full year 1949 in the light of improved 
conditions. 

It will be recalled that most paper manufacturers, 
aside from producers of newsprint, experienced a 
sharp decline in demand in the first half year, 
mainly due to a slump in order placements by 
dealers who foresaw lower prices, a factor common 
with many other industries. This sudden termina- 
tion of a sellers’ market forced many producers to 
curtail production drastically, some marginal units 
even having to shut down completely. As a result, 
prices for many paper items headed downward, par- 
ticularly for paperboard and lower grades of paper. 
In reflection of reduced volume and prices, practi- 
cally all companies reported a decline in earnings 
during the first half year, some markedly below the 
same period a year before, though the record varied 
decidedly in this respect. 

While about a month elapsed in the third quarter 
before conditions showed much improvement, by the 
middle of August a substantial inflow of orders be- 
gan to appear. As inventories at the factory level 
had been severely reduced, dealers with equally de- 
pleted shelves awoke to the fact that with seasonal 
influences likely to expand demand, they might be 
faced with delayed deliveries on an increasing scale. 
In this surmise they were quite correct, as shown 
by recent reappearance of premiums for near term 
delivery and a moderate upturn in prices all along 
the line. Only a few weeks ago, some manufacturers 
advanced their quotations twice within a few days. 
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At the factory end, this sharp revival in activity 
started the wheels humming and by November first, 
the industry was operating at 100% of capacity. 
Backlog orders of many concerns have mounted to 
a point that assures capacity output for the re- 
mainder of 1949 or beyond, and numerous strongly 
entrenched firms are accepting orders only for de- 
livery early in 1950. Everything considered, it seems 
probable that these improved conditions will enable 
a good many paper manufacturers to reverse the 
downtrend in earnings widely experienced during 
more than half of the current year, and to report 
more satisfactory results in the final quarter. 


aes How Long Will Recovery Last? 

Caution suggests, though, that while the pendu- 
lum undoubtedly swung too far in one direction 
earlier this year, its return course presently may 
have extended somewhat too far to hold for many 
months. Seasonal factors, as we have pointed out, 
partly accounted for the rapid come-back, and the 
process of refilling depleted pipelines to normal pro- 
portions may not require very much time. The en- 
couraging factor is that during the recent period 
when paper production has been curtailed because 
of reduced demand from middlemen, actual con- 
sumption remained at a fairly high level. As all 
paper products of every description are rapidly 
expendable, replacement demand is the determinant 
of prosperity in this industry and there is every 
indication that replacement demand will continue 
substantial in the foreseeable future. 
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On the other hand, competition of the heaviest 
kind has arrived and because of greatly expanded 
capacity, this is bound to accentuate pricing prob- 
lems once the current temporary gap in supply and 
demand is closed again. Price cuts to stimulate ton- 
nage volume were common in the first half year for 
most paper products, except for newsprint and a 
few specialties, and currently firmer quotations have 
not by any means reached earlier high levels. No 
noticeable decline in costs has accompanied the over- 
all drop in sales this year, except for pulp. Wages 
have actually risen somewhat. Margins accordingly 
were seriously pinched in the first half year, though 
the squeeze has gradually eased since then. The ex- 
pected improvement in earnings in the final three 
months in most cases probably will not restore net 
income to the boom level that prevailed in the 1948 
final quarter, but will help partially to offset gen- 
erally poor showings in the first three quarters. 


The Question of Pulp Prices 


Granted that consumption of paper and paper 
board will continue at.a satisfactory level in 1950, 
the main uncertainty faced by most producers will 
be related to basic prices for pulp. While current 
pulp quotations are rather firm in contrast to earlier 
weakness, considerable apprehension has arisen 
over the possible effects of currency devaluations 
abroad and duty rate reductions on pulp that will be 
established next spring. Should the inflow of im- 
ported pulp be largely increased, at reduced prices, 
paper manufacturers accustomed to buy their supply 
from outside sources stand to benefit, but fully in- 
tegrated producers reliant on their own pulp are 
likely to suffer profitwise. 

United States duty rates have also been reduced 
on all coarse papers and plain papers by the Recipro- 
cal Trade Treaty Agreement at Annecy, though the 
participating countries granted only two minor con- 
cessions to the United States paper industry. This 
has created dual handicaps for the domestic indus- 
try, for the door has been opened to highly com- 
petitive imports and in some instances been closed 
tight against exports. 

Canada will benefit particularly from our new duty 
rates on all plain paperboards and many other paper 
products, though offering no concessions to our coun- 
try. But both Canada’s outlook and that of the 
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United States is confused by a British announce. 
ment that she will buy her newsprint from Scandi- 
navia henceforth instead of Canada, in order to save 
dollars. As Canada has already lost her Argentine 
markets because of currency devaluations, it seems 
clear that she will either have to cut newsprint pro- 
duction next year or channel excess output into the 
United States at reduced prices. Opinion at present 
is divided as to which course will be taken, but thus 
far Canadian prices have remained firm and the 
nature of future decisions is uncertain. 


Foreign Competition 


As for overseas competition, Scandinavian wood 
pulp prices are already about a third lower than at 
this same time last year and because of substantially 
larger orders from Great Britain, it seems probable 
that quotations to us may not be seriously lowered 
in the near term. Europe, however, is all out to ship 
us increased amounts of such paper products as nap- 
kins and toilet tissues, and has already made sub- 
stantial headway in the current year. When the new 
duty rates become effective, the United States seems 
sure to expand imports of these competitive items. 

Domestic production of wood pulp in 1949 will 
likely decline to around 12.1 million tons, about 
800,000 tons less than last year, whereas total con- 
sumption will be about 1.4 million tons less than in 
1948. Imports of pulp in the current year may total 
1.6 million tons compared with 2.1 million tons last 
year. For the balance of the year, accordingly, sup- 
plies should be ample to replenish the steady de- 
crease in inventories by virtually all paper and 
board mills and may become over-abundant next 
year. 

In order to obtain a clearer picture of changing 
trends that have affected the paper industry and its 
important components in the current year of read- 
justment, we append in tabular form some statistics 
pertinent to fifteen large concerns. For purposes of 
comparison we show net sales, profit margins and 
per share earnings for 1948 together with similar 
data for latest interim periods reported. Based 
partly on the latter statistics, we have estimated 
what total earnings for 1949 may be, with proper 
allowance for probable improvement in the last 
quarter where this seems fairly clear. Finally we 
show the recent price of their shares, dividends paid 
or declared for payment in 1949, and price- 
earnings ratios. 


Paperboard and Containers 


Producers of paper board and containers 
in the first nine months of 1949 experienced 
rather hard going, partly due to reduced de- 
mand and in part because of significantly 
lower prices. Quotations for products in this 
division had been abnormally high until the 
middle of 1948, despite the fact that low 
grade pulp and much waste paper is utilized 
in their manufacture. A severe slump in de- 
mand for all containers early this year 
brought prices down about 10% and produc- 
tion cutbacks were common throughout this 
branch of the industry. Paper board produc- 
tion in 1949 is expected to be about 900,000 
tons below the 1948 output of 10.8 million 
tons, with July representing the low point 
for the current year. In August and Septem- 
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ber, though, a resurgence in demand commenced 
and undoubtedly has continued on an increasing 
scale. 

National Container Corporation, for example, re- 
ports that unit production of paper board in October 
established a record high for the company and that 
its pulp and board mill in Ontonagon, Michigan, that 
had been idle since last March, is again in full oper- 
ation. Nine-month earnings of 65 cents a share by 
this concern indicate that despite currently improved 
operations, net for all of 1949 may hardly exceed $1 
per share in contrast to $2.28 in 1948. 

Container Corporation of America had a some- 
what better experience, reporting net of $5.73 per 
share for nine months compared with $7.35 in the 
same 1948 span. This concern has easily maintained 
its conservative 75 cents quarterly dividend in the 
current year, but National Container Corporation 
paid only 10 cents a share in the June and Septem- 
ber quarters compared with 20 cents in March. Gay- 
lord Container Corporation, a low cost producer 
with a good trade position, experienced sharply 
squeezed margins earlier this year and 1949 earn- 
ings may be about a third lower than in 1948, 
though conservative dividends of 3714 cents a share 
should be‘amply covered. 

Manufacturers of kraft papers, the higher quality 
wrappings, have experienced less difficulties in the 
readjustment period than some other divisions in 
the industry though lower prices early this year re- 
duced their earnings considerably below the boom 
levels of 1948. But since August, both sales and 
earnings of well situated concerns in this segment of 
the industry have developed a strong uptrend. Mill 
prices on standard kraft papers (40 pound basis), 
as well as on kraft paper bags, have been advanced 


more than once since midsummer. The situation in 
this division is rather healthy because prices in the 
sellers’ market of the last few years were not pushed 
unduly high. In similar manner, producers of white 
papers appear to have fairly well stabilized prices 
and while their sales are levelling off on a lower 
plateau than last year, their current outlook is 
encouraging. 


West Virginia Pulp & Paper Co. 


Among the more vigorous and efficiently managed 
paper manufacturers producing kraft or fine papers, 
West Virginia Pulp & Paper Company is an out- 
standing example. This well integrated concern not 
only derives all its pulp requirements from its own 
timberlands, but also sells large quantities of pulp 
and timber to outsiders. Large scale output of white 
papers and kraft for decades past have strongly en- 
trenched the company in the trade and enabled it to 
pay dividends without interruption since 1899. 

Mindful of rigid costs in lean periods, West Vir- 
ginia Pulp and Paper has spent almost $50 million 
in postwar to modernize thoroughly all of its facili- 
ties, a move that should contribute to stabilization 
of earnings hereafter. While net in the current year 
may decline to around $8 a share from a record 
$11.33 in 1948, the company’s improved operating 
advantages seem to have been rewarding and en- 
hance future earnings potentials. Dividends of $3 
per share, including several extras, paid in 1949 
seem dependable. 

Kimberly-Clark Corporation, another well inte- 
grated enterprise, produces wadding and specialties 
as well as white papers. In the first nine months of 
1949, volume of this con- (Please turn to page 250) 
































































































































Financial Data on Leading Paper Companies | 
-— 1948 Interim 1949 ————_ Div. | 
Net Net Net Net Net Net 1949 Paidso Price- | 
| Sales Margin PerShare Sales Margin Per Share Est. Net Recent farin Earnings| 
ees aa __{$mil.) =e See ae ($mil)  —% Kies Per Share _ Price 1949 _— Ratio 
Champion Paper & Fibre _$ 80.7(g) 12.4 — $8.70(g) _ 20.1 (a) 98 $1.70 $6.00 27 | $2.00 4.5 _— 
Container Corp. of America 131.1 79 10.12 84.0(b) 7.1 5.73, 8.0039 3.00 4B 
Crown Zellerbach . 168.2(h) 12.6 6.85(h) 38.1(c) +105 ~——1.28 = 5.00 27p 2.005 
Dixie Cup . 19.6 9.2 6.70 __20.2(b) na _—*7.00(i) 7.00 37ND. 
Gaylord Container . .. _ 60.3 13.4 3.43 25.6(d) 91 — NOt 240 185% 150 7.7 
Gair, Robert 45.8 93 2.19 _29.6(b) 83 1.24 1.75 6% 303.8 
Great Northern Papet............. : na na 4.63 na na 3.84(b) 5.00 39 2.80 7.8 
Hinde & Dauch 33.8 11.8 3.98 ——22.8(b) 8.0 (1.93 2.50 14/105 5.8 
International Paper .......... 458.8 10.6 13.36 3045(b) —sL7— 9.025063, 5.0053 
Kimberly Clark ....... 117.6 7.0 5.02 _81.4(b) 66 3.21 450 24 1.40 6.0 | 
Lily Tulip 26.1 62 7.31  22.8(b) 62 —«.19 8.00 44 200 55 | 
Mead Corp. .. 84.8 59 636 —_—57.1(e) 34 2.26 340 13 150 38 | 
National Container i ccsccscsceeenen 38.7 16.0 2.28 22.5(b) 7.8 65 1.00 =6% 50 65 
Rayonier ... 63.4 16.1 9.09 ~—=-34.8(b) 11.8 3.19 4.75235 2.00 4.9 
St. Regis Paper. snnnnnnnnennnn (627 9.1 271  94.2(b) 34.5200 
Scott Paper 73.6 (52 4.15 _6l.7(b) 624.5550 65 2.2 1B 
Sutherland Paper 27.0 7.7 602 -21.9(b) 5.8 3.76 50086202 
Union Bag & Paper ..... 765 «17.8 9.1746 N(b) 10.63.30 450 HLT BT 
West Virginia Pulp & Paper 93.2 1.6 1133 42.5(f) 9.13.98 = 8.00 45Yp 3.0057 
(na)—Not available: (d)—6 mos. ended June 30. (g)—I1 mos. to March 31. 
(a)—Quarter ended June 30. (e)—40 weeks ended Oct. 2. (h)—Fiscal year ending in 1949. 
(b)—9 mos. ended Sept. 30. (f)—6 mos. ended July 31. (i) —12 mos. ended Sept. 30. 
(c)—Quarter ended July 31. 
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History 


A little history—perhaps the 
word little should be underscored 
—was made on Friday, November 
18, when the Dow-Jones industrial 
average closed at 193.41, thus sur- 
passing its 1948 high after an in- 
terval of roughly 16 months. In- 
dexes more broadly representative 
of the market remain well under 
their 1948 highs. As regards rails, 
it makes no difference which av- 
erage or index you look at. They 
are doing no more than “holding 
the franchise.” The Dow rail aver- 
age, at this writing, is about 16 
points under its 1948 high; and 
would require a further advance of 
over 32% to top it, whereas the 
total advance to date from the 
June low, over a period of 5 
months, has been only 20%. We 
would not go so far as to say that 
it is impossible for the rails to top 
their 1948 high—but we will be- 
lieve it when we see it. 


Mumbo-Jumbo 


In the mumbo-jumbo of self- 
appointed Dow Theory experts, 
this may or may not be a bull mar- 
ket, since there is an absence so 
far of “confirmation.” This has 
nothing to do with the 1948 highs. 
In terms of the Dow industrial 
and rail averages, a major bull 
market ended in late spring of 
1946, to which all agree; a minor 
bear market then ran to May, 
1947; followed by a minor and 
very irregular bull market, cul- 
minating at the July, 1948, high; 
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followed by a minor bear market, 
which may have ended at the lows 
of last June. In the view of some 
Dow theorists, all that is now re- 
quired to “confirm” a bull market 
is for the rail average to rise above 
its rally high of 49.77 recorded 
October 11. Others hold that a zig- 
zag bull-market pattern cannot be 
positively indicated without a re- 
action of some scope, over a period 
of at least several weeks, followed 
by new highs in both averages. 
The reaction of November 2-15 
lasted only 9 trading sessions and 
retraced only about 16 % of the to- 
tal preceding advance from the 
June low. We feel fairly confident 
of one thing: When a majority of 
Dow Theory “oracles” agree this 
is a bull market, it will be nearly 
over. Those who bought stocks on 
bull-market “confirmation” in the 
summer of last year bought within 
the top 6 points of what turned 
out to have been a 28-point swing, 
if figured from the March, 1948, 





low; or a 30-point “bull market,” 
if figured from the May, 1947, low. 


What Goes? 


The Dow industrial average is 
made up of 30 stocks, including 
American Telephone, which is in- 
dubitably a utility. The behavior 
of as few as two or three of these 
stocks can determine whether the 
average penetrates any given sup- 
ply or support level. Nobody would 
single out American Can, du Pont 
and Procter & Gamble, for in- 


stance, attach some special signi- 


cance to their movements, and 
build a market-trend theory, re- 
quiring rail “confirmation,” there- 
on. It so happens that these three 
stocks, topping their 1948 highs 
by a total of 34% points, equiva- 
lent to about 1.16 points in the 
Dow average, were primarily re- 
sponsible for the fact that the av- 
erage managed to top its 1948 


high on November 18. Of course, 

















INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1949 1948 
neni rr 55 oR ag oar Sept. 30 Quarter $2.51 $1.33 
Ry Saree Ge GOODS ssn se ck esi seecesseistesics 9 mos. Sept. 30 6.18 6.04 
RMN EU MR NIRTIED «guy co scucene ress ceneccseceueseteveree Sept. 30 Quarter 99 57 
WIC MAMIE COS ....55.660..ci.ccccescecseesessess Sept. 30 Quarter 1.46 1.37 
BEDS CODOraOries ..........:2.20<....00s00000050- 9 mos. Sept. 30 2.41 2.31 
Minnesota Mining & Mfg. Co. .................. 9 mos. Sept. 30 4.89 4.64 
EN SSIINND Son cise coos ceacacasetccsaveodssncestecsstbe Sept. 30 Quarter 1.22 1.00 
Beneficial Industrial Loan Corp. ................ 6 mos. Sept. 30 2.12 2.10 
TEND eon nav soctecnek cooes sdb gacvses Cecnaowes 9 mos. Sept. 30 2.89 1.77 
NE NEI oocscs con secssccesanccsscteeseenss 10 mos. Oct. 31 3.95 2.36 
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this in itself might induce some 
buying, putting the average still 
higher, since a good many people, 
ignoring the shortcomings of this 
average or unaware of them, still 
think of it as “the market.’”’ Which 
verges on the ridiculous, when you 
stop to think about it. 


Selectivity 


Selection of individual stocks is 
always important, but more so in 
some periods than in others. For 
instance, in major bull markets, 
such as those of 1924-1929, 1932- 
1937 and 1942-1946, you can pick 
a stock by shutting your eyes and 
sticking a pin in the stock table of 
your newspaper—if it is not too 
late in the cycle—with odds of per- 
haps 4-to-1 that it will show at 
least some profit if held for some 
time. That clearly has not been so 
on the limited price swings of the 
last three years, including this one 
to date. Throughout this long pe- 
riod there has been no broad pub- 
lic speculative interest, and there 
is none now. It can be called an 
“investment - professional” mar- 
ket, and we think the probability is 
that it will remain so. That, as 
well as uncommon diversity in the 
business - earnings - dividend pic- 
ture, makes for a high degree of 
selectivity in the market. It is not 
too much to say that individual 
selection in what you buy or hold 
is the major part of the story to- 
day, general market trend the less- 
er part of it. 


Variations 


To emphasize this point, let us 
take another look at the 30 stocks 
in the Dow industrial average. 
When it went through its 1948 
high, only 9 of the 30 issues closed 
above their individual 1948 highs. 
These were Allied Chemical, 
American Can, American Tobac- 
co, du Pont, Eastman Kodak, Gen- 
eral Foods, General Motors, Johns- 
Manville and Procter & Gamble. 
Only 6 of the 30 were then above 
both their 1947 and 1948 highs. 
These were Allied Chemical, 
American Can, du Pont, General 
Foods, General Motors and Proc- 
ter & Gamble. Making a list too 
long to itemize, 15 of the others, 
or half of the average, were under 
their previous 1949 highs, some 
by wide margins. Twenty-four of 
the 30 were under their 1947-1948 
highs, whichever were highest. 
Eight of the 30 made highs in 1948 
which were above their 1946 bull- 
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market highs. These were Ameri- 
can Smelting, Bethlehem Steel, In- 
ternational Harvester, National 
Steel, Procter & Gamble, Stand- 
ard Oil of California, Standard 
Oil (New Jersey) and Union Car- 
bide. It is worth noting that only 
one of these, Procter & Gamble, 
has been particularly outstanding, 
in comparison with previous highs, 
on the present swing—and it is 
unlikely that today’s “fair-haired 
boys” will be so a year hence. On 
November 18, the 30 stocks aver- 
aged 58.41 in price. Their 1949 
highs to date average 60.40. Their 
1948 highs averaged 61.49. When 
we look at these stocks, in few, if 
any, can we see the basis for a 
further wide increase in invest- 
ment values. Hence, we do not see 
a basis for a further wide rise in 
the average. We think it makes 
more sense to look at the stocks 
than at the average. 


Oils 


This column has sounded a cau- 
tionary note on oil stocks hereto- 
fore, and deems it prudent to re- 
peat it more emphatically. For one 
thing, fuel oil has become a major 
profit item only in comparatively 
recent years, and is becoming more 
so. This means that over-all prof- 
its, and inventory balance, can be 
decisively affected by the happen- 
stance of whether any given win- 
ter is normal, mild or unusually 
cold. The mild 1948-1949 winter 
was adverse. Autumn to date has 
been mild in chief marketing 
areas, making oil men “cross their 
fingers.” If the winter is mild, oil 
stocks will decline. If it is normal 
or on the cold side, they may hold 
up fairly well. They are unlikely 
in any event to fare better than 
the general market, for the stocks 
are at relatively advanced levels 
in their historical price range, and 
some large holdings are likely to 


be scaled down for the following 
reasons: (1) The importance of 
unpredictable variations in winter 
weather adds a speculative ele- 
ment, lowering the former invest- 
ment status of the industry to that 
extent; (2) high oil prices and 
profits during the last several 
years have encouraged a record 
expansion of producing facilities 
and appear to be leading to the us- 
ual aftermath of world over-pro- 
duction; (3) it is “touch and go” 
whether present crude oil prices 
can be maintained, despite cur- 
rent moves by Texas authorities 
to cut allowable output; (4) oil 
profits, averaging some 30% un- 
der record 1948 levels, are virtual- 
ly sure to be at least somewhat 
lower in 1950 and might be sharp- 
ly so. However good may be the 
long-term outlook, that of the next 
year or more is questionable. So is 
the maintenance of at least some 
present dividends, although most 
appear conservative. 


Rails 


The increase of 1214% in pas- 
senger fares granted to Eastern 
railroads merely emphasizes the 
basic weakness of the rail indus- 
try. It is, of course, hauling pas- 
sengers at a large over-all loss. 
The fare boost may or may not re- 
duce that loss slightly, depending 
on how much traffic it diverts to 
air lines and buses, whose fares 
are unchanged. On present com- 
parative fares and rates, railroads 
will continue to lose business to air 
lines, buses and motor trucks, as 
has been so for some time. Because 
of this, because of inflexible costs 
and because of dependence of cy- 
clical activity in the heavy indus- 
tries, rail stocks as a whole will 
remain among the most specula- 
tive of all equities. 

(Please turn to page 248) 
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1949 1948 
Sept. 30 Quarter $ .16 $ .29 
9 mos. Sept. 30 6.51 8.59 
Sept. 30 Quarter 2.61 3.49 


Sept. 30 Quarter -63 85 


9 mos. Sept. 30 2.40 3.08 
9 mos. Sept. 30 8.34 11.50 
Sept. 30 Quarter 1.39 2.63 
Sept. 30 Quarter 44 64 
Sept. 30 Quarter 2.09 2.38 
Sept. 30 Quarter 43 -56 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 

2. Confine your requests to three listed securities at reasonable intervals. 
3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Universal Leaf Tobacco Co., Inc. 


“Please report financial position, net 
income and dividends of Universal Leaf 
Tobacco Company, Inc.” 

L. G., Los Angeles, Cal. 


Net income of Universal Leaf 
Tobacco Company, Inc. for the 
fiscal year ended June 30, 1949, 
after providing for dividends on 
the preferred stock, amounted to 
$2.37 per share on the outstand- 
ing common stock. Gross income 
for the fiscal year amounted to 
$79,558,359, and this compares 
with $58,183,526 in the preceding 
year. Net profit for the preceding 
fiscal year was $2.31 per common 
share. 

Higher prices that prevailed for 
the 1948 tobacco crop had a con- 
siderable bearing on the increased 
dollar amount of gross income. 

Consolidated balance sheet, as 
of June 30, 1949 (including 
wholly-owned subsidiaries) : Total 
current assets were $19,046,017, 
total current liabilities $7,223,- 
743 leaving net current assets of 
$11,822,274. 

The increase in plant account 
represents in large part the ex- 
pansion which was reported last 
year but which was not finally 
completed and capitalized until 
after the commencement of the 
current fiscal year. During the 
year some moderate further ex- 
pansion of facilities took place at 
localities where needed to accom- 
modate extra volume. One plant 
was dismantled and machinery 
moved to another location afford- 
ing a better prospect of profitable 
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use. 

Tobacco consumption in this 
country shows a level tendency 
and foreign demand for Ameri- 
can tobacco continues strong. 

Dividends including extras to- 
taled $1.50 a share in 1948 and 
$1.70 has been paid in 1949. 


Armco Steel Corporation 


“I am interested in Armco Steel Cor- 
poration, so please advise on corpor- 
ation’s net profit for the first nine 
months of the current year and also 
dividend payments.” 

J. .D N., Montclair, N. J. 


Armco Steel Corporation earned 
$6,584,411 after charges for the 
third quarter of 1949 ended Sep- 
tember 30. This equals $1.63 per 
common share after provision for 
preferred dividend. 

During the third quarter of last 
year, Armco earned $8,347,966 
equal to $2.09 per common share. 

For the first nine months of 
1949, net earnings of Armco Steel 
Corporation including U. S. and 
Canadian subsidiaries were $22,- 
693,044 after all charges includ- 
ing provision for income taxes. 
This equalled $5.64 per share for 
the nine months period. 

For the first nine months of 1948 
Armco consolidated net earnings 
were $20,372,369 after all charges, 
or $5.07 per share. 

The results of the nine months 
period of 1949 are not comparable 
with those of the same period of 
1948. Earnings of all Armco- 
owned foreign subsidiaries, with 
the exception of Canadian, have 


been excluded from the 1949 re- 
sults due to the difficulty of obtain- 
ing dollar exchange for foreign 
currencies for the purpose of re- 
mitting dividends. 

Armco dividends for 1949 are 
$2.50 per share and payments in 
1948 were $2.00 per share plus 
20% in stock. 


Continental Can Company 
“Please furnish information as to 
comparative earnings of Continental 


Can Company for the past two years.” 
ne E. T., Hollywood, Cal. 


Consolidated net earnings of 
Continental Can Company, and 
wholly-owned subsidiaries, appli- 
cable to the common stock for the 
twelve months ended September 
30, 1949, were equivalent to $3.62 
per share as compared with $4.39 
per share in the corresponding pe- 
riod of 1948, and $3.54 per share 
for the twelve months ended June 
30, 1949. 

The most recent earnings, which 
are subject to year-end adjust- 
ments, shows consolidated net 
earnings of $12,010,613 after in- 
come taxes and other charges, 
which, after deducting dividends 
of $562,500 on the $3.75 cumula- 
tive preferred shares, left, $11,- 
448,113 applicable to the 3,158,- 
601 common shares outstanding on 
September 30, 1949. 

Before depreciation, depletion 
and income taxes, consolidated 
profits for the period amounted to 
$25,757,206 compared with $29,- 
252,625 earned before such 
charges in the twelve months 
ended September 30, 1948. Depre- 
ciation and depletion deducted in 
the current report totaled $6,475,- 
222 with $7,271,371 added to the 
reserve for income taxes to cover 
the estimated additional amount 
required for this purpose. The cur- 
rently reported earnings of $11,- 
448,113 applicable to the common 
stock compared with $13,853,243 
reported for the twelve months 
ended September 30, 1948 on the 
same number of shares then out- 
standing. 

Dividends the past two years 
were $1.50 per share each. 
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The Christmas Wish for Well-Being 
That Lives Throughout The Year 
Te Father. Son, Friends. Business Associates —to Yourself 


gehis Christmas ... give the gift that lasts forever and can never be taken away——the priceless gift of 

f knowledge ... the key to superior judgment. More than ever will it be essential as the basis for making 
plans in epochal 1950. 

Because of its broad scope, its forthright dependability and sound common sense, no Christmas gift you can give this 

year will provide greater service and compliment the recipient more than The Magazine of Wall Street. It will express 

vour esteem ... vour interest in his welfare ... and 26 times throughout the coming year he will be reminded of your 

thoughtfulness. He will turn to the magazine with interest at first then with eagerness because he will find it profit 

able and good... and because he will gain an understanding of 

lomestie and international affairs which he never believed he / 

could acquire so easily. { fs. E. 

f Pa . 

: , ff, 

Give “The Magazine of Wall Street to... | [Mig my 


"Ny fF 


Your Business Friends and Associates — who will appreciate BUY MAGAZINE [sf / Christmas 


having such a reliable source of information. It will forma ae J / 4 
bond of interest between you and promote your business Combination Of ‘ ’ 
relations. 

Your Executives and Employees— who will acquire a broader : The Magazine of Wall Streg®.... 
grasp of the vast industrial and economic changes taking § ae including FREE our new $ ‘ ook 
place. It will help to develop their understanding and oe “For Investment Programs it 

judgment. tetas Se 1950"... will bring yoummes: 

Your Son and Daughter because it will assist them in acquir- Five antuices afl in ane Gee 
ing the perspective they need to plan and safeguard their ; 
financial future. 1. Market Forecasts i 

Yourself because it keeps you “ahead of events” in the world 2 
of economic shift and change ... and is the best investment Washi N L er 
guide you can possibly obtain ... regardless of price. 3. SNE OD ewe Oe 

ze 


H 
j 
} 


Industrial, Security And 


Domestic, International 


Wail VMs Gift Onder ae / hes ao em unites a &. | Affairs Analyzed 


Economic, Business Trea 


' ... at an infinitesim 
THE MAGAZINE OF WALL STREET q 
90 Broad Street, New York 4. N. Y. <9 . ° e 
Gift Subseriptions 


»nclose $15 " ap ( > > } re ‘ ‘rip- - . 
I enclose $1 ente r (or xtend | my own per: onal subse rip at 812.50 Each 
tion for one year, 26 issues. [_] $27.50 for special two years’ sub- 
scription, 52 issues. (Each will include FREE copy of “For Name 
INVESTMENT Procress In 1950”°—Value $5—and Consultation oe 


Service on 3 Listed Securities at a Time.) A ddress..... 
Name ee 
A ddress................. pints Reale Ge tah REO? sete Name 


City. LONE... SEALE Poneman A ddress.......... 




























































es 


Charles Pfizer & Company, Inc. 

“I know the prices of penicillin and 
streptomycin have declined the past 
year or so and so was wondering how 
this has effected the earnings of Charles 
Pfizer & Company.” 

E. D., Chester, Pa. 

Charles Pfizer & Company, Inc. 
manufacturers of fine chemicals 
and anti-biotics, for the nine 
months ended September 30, 1949, 
showed net income of $6,184,524, 
equal after preferred dividends 
to $4.09 per share on the 1,480,050 
shares of common stock outstand- 
ing. This compares with net in- 
come for the corresponding peri- 
od of 1948 of $7,402,889 or $4.91 
per share on the same amount of 
common stock. 

Net sales for the nine months 
amounted to $35,610,851 compar- 
ed with $35,412,618 for the like 
period of last year. Gross profit 
on sales was $12,723,726 against 
$14,198,776. 

The company’s balance sheet as 
of September 30, 1949, showed to- 
tal current assets of $31,832,805 
of which $16,525,265 consisted of 
cash and U. S. Government and 
municipal securities and $3,672,- 
393 represented Accounts Receiv- 
able. Current liabilities amounted 
to $9,559,490. Earned surplus was 
$28,539,395 compared with $24,- 
396,376 a year earlier. 

Dividends in 1949 totaled $2.75 
and the same amount was paid in 
1948. 

The business was incorporated 
in 1900 as successor to business 
founded in 1848. 

Company is one of the world’s 
largest producers of citric acid 
and citrates and also penicillin, 
streptomycin and vitamins. 

Company in recent months has 
announced the commercial avail- 
ability of A P F (animal protein 
factor). The new vitamin will be 
known as Bi-Con APF-6, a spe- 
cially formulated biological con- 
centrate for the feed industry. Or- 
ganic chemicals manufactured are 
used in pharmaceuticals, medicin- 
als, foods and a variety of indus- 
trial uses. 


Creameries of America, Inc. 
“Please let me know what territory 
Creameries of America operates in and 
recent earnings and dividends.” 
B. G., Omaha, Nebraska 
Net sales of Creameries of 
America, Inc. listed on the New 
York Stock Exchange, in the nine 
months ended September 30, 1949, 
were $29,806,617, compared with 
$29,200,692 in the same months of 
1948. The cost of sales in the first 
nine months of this year was $28,- 
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340,306, slightly higher than the 
$28,102,968 for the corresponding 
period of 1948. 

Net income after income taxes 
and providing for minority inter- 
est in the first nine months of 1949 
was $809,088, equal to $1.24 a 
share on the 650,000 common 
shares outstanding. In the first 
three quarters of 1948 net income 
totaled $667,303, or $1.03 a share 
on the common stock. 

Sales in the three months end- 
ed September 30, 1949 amounted 
to $10,651,021, which was slight- 
ly less than the $10,711,389 for the 
corresponding period of 1948. Net 
income for the 1949 third quarter 
was $344,941, or 53c a share on the 
common stock. This compared 
with $335,254, or 52c a share for 
the same 1948 quarter. Of the 1948 
third quarter earnings, the equiv- 
alent of 8c a share was accounted 
for by the non-recurring profits 
received from the sale of property. 

Consolidated balance sheet as of 
September 30, 1949 showed cur- 
rent assets of $7,009,484 which 
included cash on hand and in banks 
of $2,297,235. Total current liabili- 
ties were $2,384,188. Net working 
capital amounted to $4,625,296. 

The longshoremen’s strike 
which tied up shipping to and 
from the Hawaiian islands for 
nearly six months, was settled 
late in October. During the strike 
the company was able to maintain 
operations although at a somewhat 
reduced rate. 

Company operates in Californ- 
ia, New Mexico, Colorado, Idaho, 
Texas, Utah, and Hawaii. 

Dividends of 25c per share were 
paid quarterly in 1949 and $1.10 
per share was paid in 1948. 


Thompson Products, Inc. 


“Please edvise recent net income, 
financial position and prospects of 
Thompson Products, Inc.” 

G. B., Joliet, Til. 


Consolidated net sales of 
Thompson Products, Inc. and 
subsidiaries for the nine months 
ended September 30, 1949 amount- 
ed to $79,508,615. This compares 
with $72,560,467 for the first nine 
months of 1948. Consolidated net 
profit amounted to $4,397,842, 
equivalent to $9.40 per share of 
common stock, after provision for 
preferred dividends. This compar- 
ed with $3,621,345 and $7.62 per 
share for the corresponding period 
of 1948. The margin of profit on 
sales was 5.5% compared with 
5% a year previous. 

The improvement of the second 
quarter over the first quarter of 


the year was continued during the 
third quarter, resulting in a profit 
margin on sales of 6.7%, compar- 
ed with 4% and 5.8% for the first 
and second quarters respectively. 

A very large part of company’s 
aircraft business is with prime 
contractors of the armed services 
and subject to profit limitations. 
Consequently the results are not 
necessarily final but are subject 
to adjustments after Government 
review following the close of the 
year. 

Balance sheet position on Sep- 
tember 30 continued the improve- 
ment previously shown. During 
the three months ended September 
30, working capital increased by 
approximately $1,500,000. Inven- 
tories were reduced from $23,108,- 
552 to $20,578,219. All short- 
term loans incurred early in the 
year for the purpose of providing 
working capital required by high- 
er level of business, were repaid, 
leaving outstanding as of Septem- 
ber 30 only the $10 million bor- 
rowed under the term bank credit. 

The steel and coal strikes will 
affect earnings somewhat in the 
— quarter, but not substanti- 
ally. 

The basic demand for automo- 
bile parts is likely to continue at 
satisfactory levels for some little 
time, although it seems doubtful 
that the record levels of new car 
production which are currently be- 
ing established will be duplcated 
in 1950. 

Shipments of aircraft products 
are continuing at a high rate and 
will establish a record volume for 
a peace-time year. Although the 
level of aircraft activity in 1950 
will be dependent on factors which 
are not determinable at this time, 
a satisfactory volume of business 
for this division well into 1950 is 
expected. 

Dividends in 1948 amounted to 
$3.75 per share and $3.00 per 
share was declared in 1949. 

Thompson Products produces 
engine and other parts for auto- 
mobiles, trucks and tractors, ac- 
cessories for aircraft and aircraft 
engines, and parts for marine and 
industrial engines. 

Principal products include in- 
take and exhaust valves of various 
types, valve guides, valve seat in- 
serts, fuel pumps, fuel booster 
pumps, pistons and piston rings, 
tie rods, drag links, independent 
front wheel suspension parts, jet 
propulsion and gas turbine engine 
components, water pumps, cylin- 
der sleeves, and hardened and 
ground precision parts. 
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With the steel and coal strikes settled, business generally is 
now moving ahead smartly and is likely to continue so for 
several months. The steel industry's operating rate has risen 
unexpectedly fast and may 
soon reach capacity or near- 
capacity. The possibility of a 
resumption of the coal strike 
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M. W. S. INDEX after the December | dead- 

waar ui line is not taken quite seri- 

ously by many observers 

e who feel that not only is 

Boss Lewis glad to get off 

190 _ the “hot seat” but, if again 

recalcitrant, may feel once 

4 more the sting of the Taft- 
see! Hartley law. 

Thus to all intents and pur- 

i] . poses, busines has the 

190. a YEAR “green light.” From the way 


their customers are ordering, 
steel executives profess rea- 
sonable certainty that the 
strikes did not last long 
enough to pinch off the busi- 
ness rebound under way 
since mid-summer. Some 
big mills are booked solid- 
ly through next June on hot 
and cold rolled sheets, and 
for the time being at least 
(as was expected), all major 
steel products are being al- 
located to customers on a 
quota basis. Coal stocks 
moreover are big enough to 
cause no concern for at least 
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the rest of the month. 
: ¢ Wholesale business in- 
1939 ‘ 
Wo — creased moderately, partic- 


ularly in apparel lines as 
7 many merchants placed fill- 
100 — in commitments for the holi- 
day season and early or- 
ders for spring merchandise. 
Food merchants stepped up 
their buying somewhat. Al- 
though caution continued in 
many quarters, forward or- 
ders were more numerous 
than in recent weeks. And 





























What's Ahead for Business > | 


By E. K, A. 
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The BUSINESS A i i 


buyer demand remained brisk in many textile markets. 

Textile and other soft goods lines have had a good many 
months of pretty hard going and only relatively recently began 
to see signs of reviving markets. Now there has not only been 
a pick-up but also some evidence that previous mistakes may 
be repeated. 

Business has been lost, according to retailers, because mills 
and apparel manufacturers have been unwilling to take risks 
by going ahead with production that they should reasonably 
expect to sell. There have, of course, been many counter charges 
that retailers lost sales because of their timid ordering. Appar- 
ently both is again in evidence despite the current pick-up. 

In view of the recent trend of retail sales, it is little wonder 
that the course of Christmas trade now just getting under way 
is being watched anxiously by all sides. If it fails to come up 
to expectations, the backwash to industry levels will be quick. 
In that event, the “tired” atmosphere observed in certain soft 
goods industries may give way to prompt cutbacks. 

Retailers are quite willing to concede that dollar volume of 
holiday trade will be under last year’s, if only because prices 
of most goods are lower, some considerably so. The decline 
in retail business for the year to-date has been far from dras- 
tic, on a dollar volume basis, particularly if one considers the 
price angle; but the overall drop of some 4% hides numerous 
cross-currents. Total trade was Siosiethp supported by durable 
goods sales, specially automobiles, whereas soft goods took 
it on the chin. They are doing better now. On the extent and 
duration of the improvement hangs the kind of industry plan- 
ning ahead. 

Strangely enough, retail business even in former strike dis- 
tricts has been picking up somewhat following termination of 
the stoppages kar the strikes must have taken their toll of 
purchasing power, and the trade expects a more substantial 
rise the coming weeks. 


The Nearer Term Outlook 


It is a bit frightening to witness the unanimity with which 
forecasters are agreed on the nearer term business outlook, 
yet the prognostication of fairly good and active business in 
the months to come—barring the unforeseen—must be ac- 
cepted as highly probab'e for reasons previously outlined in 
this column. This prospect however should not obscure the like- 
lihood of further readjustment to come. As the normal produc- 
tive pace is resumed, accumulated needs will be filled and 
once that is done, operating rates must again be adjusted to 
normal demand with the consequent impact on operating 
‘rates and earnings. The redeeming feature, as in the past, 
will of course be the rotational character of the adjustment 
process. This augurs well for continued maintenance of relative 
stability in the overall economy despite downtrends in certain 
sectors. 
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The Business Analyst 





MONEY AND CREDIT—Common stocks sold off during the 
week ended November 12: then rallied the following week, 
but failed to recover all of the preceding week’s loss, though 
10 of our sub-group indexes made new highs during the fort- 
night for various periods, as tabulated on the second page 
following. For some weeks now the low-priced stocks have 
been persistently weaker than the high-priced stocks. During 
the fortnight ended November 19, U. S. Government bonds 
and better grade corporate stocks advanced fractionally, 
while foreign government dollar bonds and better grade rail 
bonds were mildly reactionary. New York bank stocks sold off 
sharply. In the London market, British 49, Consols dropped for 
the first time below par, then rebounded substantially under 
government support. Meanwhile sterling bank notes, now val- 
ued officially at $2.30 to the pound, are changing hands in 
free markets abroad at equivalent prices as low as $2.45. 
Though transactions are relatively light, such discounts are 
the inevitable reflection of limitations upon the free converti- 
bility of one currency into others in the Geuak of world com- 
merce. In the banking report for the fortnight ended Novem- 
ber 9, weekly reporting member banks sold Governments in 
order to accomodate a further expansion of around $100 mil- 
lion in commercial loans. Demand deposits were off $362 
million to a level $220 milion below a year ago, which indi- 
cates that deficit financing has not thus far proved inflation- 
ary. Washington opinion is inclining toward the belief that 
taxes will not be raised materially next year. Votes might be 
alienated by higher taxes; whereas the evils of deficit financing 
are slower to become manifest. There is even talk of masking 
Federal financial statements under a new system of book- 
keeping, designed to make red ink appear black. 


TRADE—Department store sales averaged 5!/,°/, below last 
year, during the fortnight ended November 12, a trifle better 
than the cumulative decline of 6°, for the year to date. Per- 
sonal incomes in September totaled 2.5% be!ow last year, 
owing mainly to a 22% drop in incomes from agriculture. Non- 
farm incomes, for the first time this year, were a trifle lower than 
a year earlier. 


INDUSTRY—Strikes were mainly responsible for a dip to 
4.5°/, below last year in the nation’s physical volume of busi- 
ness activity during the fortnight ended November 12. It is 
estimated that costs of the steel and coal strikes to workers and 
business totaled more than $1 billion. The business rebound 
will be sharp now that the men have gone back to work. In- 
ventories held by wholesalers and retailers picked up a little 
in September, the first month-to-month rise since last Novem- 
ber; bur manufacturers’ inventories were still being reduced. 


COMMODITIES—Prices of farm products in future markets 
extended their advance moderately during the fortnight end- 
ed November 19; but spot prices declined. Tin, coffee and 
hogs dropped sharply. The government is planning to sub- 
sidize exports of our surplus commodities. 





With the current issue we are making a few important re- 
Visions in the statistical columns of the Business Analyst, 
hoping to make this department even more useful to those 
among our readers who like to draw their own conclusions 
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from basic data. 





x * x 


Some of our readers have been at a loss to understand just 
what period was covered by the column headed ‘‘Pre-Pearl 
Harbor,’’ so we have added a footnote explaining that this 
means either November, 1941, where the data are presented 
monthly, or the week ended December 6, 1941, where the 
figures are on a weekly basis. It was on Sunday, December 
7, 1941, that the Japanese sprang their attack upon Pearl 
Harbor, thereby plunging us into World War II. This fourth 
column of statistics is important as a common pre-war time 
base from which to measure economic changes that have tak- 
en place since just before the war hit us directly. 

* * * 

Henceforth, the monthly reports on Manufacturers’ Ship- 
ments will be presented in millions of dollars, instead of 
under the former guise of an index. The Commerce Department 
calls these “Sales.” In the commercial world they are known 
as ‘‘Billings,”” which also helps to avoid confusion with the 
term, ‘New Orders.” 

* * 

It will be noted that the Census Bureau's monthly report on 
population and Employment has been expanded consider- 
ably. Some of the uses to be made of this data were exempli- 
fied in our last issue of the Business Analyst. 

(Please turn to the following page) 
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MILITARY EXPENDITURES—$b (b) Oct 1.19 1.30 1.08 1.55 

Cumulative from mid-1940 ........... Oct. 388.4 387.2 373.6 13.8 

FEDERAL GROSS DEBT—$b Nov. 16 256.9 256.8 252.5 55.2 
MONEY SUPPLY—$b 
Demand Deposits—94 Centers ............ | Nov. 9 46.7 46.9 48.9 26.1 
Currency in Circulation ........ Nov. 16 27.4 27.5 28.2 10.7 
BANK DEBITS—13-Week Avge. 
New York City—$b on eceecnecnnnnnennee | Nov. 9 8.14 8.20 8.28 4.26 
93 Other Centers—$b ...........2......... Nov. 9 12.07 12.04 12.82 7.60 
PERSONAL INCOMES—$b (cb3) Sept. 213 214 218 102 

Salaries amd Wages -.....ncccccrcrcenneee Sept. 139 139 142 66 

Proprietors’ Incomes . aoe Sept. 44 45 49 23 

Interest and Dividends Sept. 18 18 16 10 

Transfer Payments. .n.cccsccsceseenenee Sept. 12 12 It 3 

(INCOME FROM AGRICULTURE) Sept. 20 22 25 10 
POPULATION—m (e) (cb Oct. 149.7 149.7 147.2 133.8 

Non-Institutional, Age 14 & over Oct. 110.0 109.9 108.9 101.8 
Labor Force .. ieee Oct. 64.0 64.2 63.2 57.5 
Military een Nas ered ee Oct. 1.44 1.46 1.39 1.89 
Civilian . Oct. 62.6 62.8 61.8 55.6 
Unemployed Oct. 3.6 3.4 1.6 3.8 
Employed eee Cct. 59.0 59.4 60.2 51.8 
In Agriculture Oct. 77 8.1 8.6 8.0 
Non-Farm . Oct. 51.3 51.3 51.6 43.8 
At Work . signs Nts 49.4 48.9 49.9 43.2 
Weekly Hours . Bika Oct. 41.3 37.9 41.9 42.0 
Man-Hours Weekly—b . Oct. 2.04 1.85 2.09 1.82 

EMPLOYEES, Non-Farm—m (Ib) Sept. 43.5 43.0 44.9 37.2 

Somme a. Sept. 5.9 5.8 5.7 4.6 

Factory . ee le roar RO ed 14.3 14.1 15.6 13.8 
Weekly Hours. __..._.................... | Sept. 39.6 39.1 39.8 40.3 
Hourly Wage (cents): cen Sept. 140.5 139.8 138.6 78.1 
Weekly Wage ($) ... Sept. 55.64 54.66 55.16 32.79 

PRICES—Wholesale (1b2) Nov. 15 151.5 151.5 164.0 92.5 

Retail (cdlb) Sept. 187.2 186.6 196.2 116.2 

COST OF LIVING (163) 

Food Sept. 169.6 168.8 174.5 110.2 

Clothing Sept. 204.2 202.6 215.2 113.1 

Rent Sept. 187.2 187.4 201.0 113.8 

RETAIL TRADE—$b Sept. 10.89 10.61 11.09 4.72 

Retail Store Sales (cd) ...................... ] Sept. 3.48 3.63 3.31 1.07 
DUTADID GODS sis Sept. 7.41 6.98 7.78 3.65 
Non-Durable Goods o.0...ccnnnn . | Sept. 0.81 0.70 0.90 0.49 

Dep't Store Sales (mrb) _............ a=, | Sept: 8.57 8.28 8.42 5.46 

Retail Sales Credit, End Mo. (rb2).... | Sept. 121.2 120.8 118.5 107.8 

MANUFACTURERS’ 

New Orders (cd2)—Total om | Aug. 211 192 251 181 
Durable Goods oo ecesecncneannemnen | Auge 226 191 287 221 
Non-Durable Goods 2. ncemewenne Aug. 199 193 230 157 

Shipments (cd2)—Total .............. | Sept. 19.3 18.9 20.3 8.3 
Durable'Goods | Sept. 8.1 7.9 8.5 4.1 
Non-Durable Goods on cccncnnnee | Sept. 11.2 11.0 11.8 4.2 

BUSINESS INVENTORIES, End Mo. 

Totel—pp hed) 2 Sept. 54.7 54.2 57.6 28.6 
Manufacturers’ on ecceenennecnenenm | Sept 31.1 31.7 33.2 16.4 
Wholesalers’ Sept. 9.1 8.9 9.5 4.1 
ROUT ONG 3a sa ep 14.5 13.6 14.9 8.1 

Dept. Store Stocks (mrb) nem | Sept. 2.2 2.0 2.4 1.4 

BUSINESS ACTIVITY—1—pc Nov. 12 155.5 156.6 166.0 141.8 

(M. WL. S.p—bnp one cecececeeenceenenne | Nov. 12 180.3 181.4 188.8 146.5 








(Continued from page 243) 


Also, the Labor Bureau's monthly re- 
ports on factory hours and wages and 
estimates of the number of Employees 
have been consolidated into one section, 
and the indexes of employment and pay- 
rolls dropped as redundant. In Labor Bur. 
eau parlance, the term “Employees,” cov. 
ers all who worked for, or were paid, a 
wage or salary during the week nearest the 
15th of the month. If a person held two 
jobs during that week, He is counted twice. 
Unlike the Census Bureau’s monthly sam- 
pling of employment, the Labor Bureau's 
statistics on employees do not include pro- 
prietors, the self-employed, domestic ser- 
vants, unpaid family workers. 


* * * 


For the strike-plagued month of October, 
this publication's index of Business Ac- 
tivity sank to 182.9%, of the 1935-9 aver- 
age—1.6 points below September and 
2.6%, under October of last year. On a 
per capita basis, the index slid back to 
158.3%, of the 1935-9 average, compared 
with 159.8 for September and 165.1 in 
October, 1948. 


*x * * 


Shortly after this issue reaches our sub- 
scribers, steel and soft coal production will 
have recovered their pre-strike levels. Not 
long afterward, output in both industries 
may reach capacity under the spur of in- 
ventory replacements—unless Lewis calls 
another strike. If not, it is even possible that 
the nation’s physical volume of Business 
might spurt temporarily to a new all-time 
high. 

:. *- * 

So far as next year’s Outlook is con- 
cerned, however, there is little prospect that 
the Federal Deficit will be large enough to 
overcome an estimated further decline of 
15% in farm income and probable con- 
traction of our excess exports and capital 
expenditures for plant and equipment. 
Thus, in spite of continuing heavy demand 
for new automobiles and non-industrial 
construction, it looks as though business 
next year, taken as a whole, will not be quite 
so good as this year though by no means 
bad. 

. ea 

Business Inventories increased $500 
million between the end of August and the 
end of September. The gain was less than 
1% though 3% more than seasonal; but 
it was the first month-to-month increase 
since the high of November, 1946. The to- 
tal, however, is still 5°/, smaller than a year 
earlier. Retailers’ inventories rose $900 
million in September, and wholesalers’ $200 
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Latest Previous Pre- 
SK Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _ Harbor* 
INDUSTRIAL PROD.—1—np (rb) Sept. 172 170 192 174 million; but manufacturers’ inventories were 
Mining Sept. 119 129 156 133 out an additional $600 million, at which 
te. Durable Goods 00" aaammaaaa — tr 2 Fen level they were still only 6% below last 
and Non-Durable Goods Mfr... |_ Sept. year's near-record peak. 
‘Ses CARLOADINGS—t—Total Nov. 12 636 579 873 833 * * * 
ton, Manufactures & Miscellaneous.._... | Nov. 12 312 313 377 379 Federal officials say that home Building 
a Mdse. L. C. L _ 7 ~ = = = starts this year will total 950,000 dwelling 
8 Grain Ov units—a new all-time high and 13,000 
j pe ELEC. POWER Output (Kw.H.)m Nov. 12 5435 5,435 5,571 3,267 above the previous peak reached in 1925. 
’ Total starts in the first 11 months number- 
t the SOFT COAL, Prod. (st) m Nov. 12 7.1 2.7 12.4 10.8 : t 
all Cosestattien Teete Bet, Soosecannenn _ | Nov. 12 359 ««252,—ti‘‘ITC(i“‘é ed 843,100, including 100,000 for October 
/ Stocks, End Mo Sept. 62.0 68.6 67.6 61.8 | 28,300 more than in the corresponding 
vice. : ten-months’ period last year. 
one PETROLEUM— (bbls.) m » + 2 
2GU Ss i . ° ° 
Crude Output, LG eee Nov. 12 5.2 5.1 5.7 4.1 Expenditures on new Construction in 
pro- Gasoline Stocks Nov. 12 103 104 92 86 Octob ly 2° head of the lik 
ser- Fuel Oil Stocks Nov. 12 68 69 52 94 aeonee Veen oenny /o ahead of the _ 
Heating Oil Stocks... | Nov. 12 92 91 79 55 period last year, against a 10-month gain 
of only 1%. Public building for 10 months 
LUMBER, Prod. (bd. ft.) m Nov. 12 641 648 600 632 was up 26%, while private construction 
“ Stocks, End Mo. (bd. ft.)j b.. | Sept. 7.8 7.9 6.6 12.6 was off 6% 
' | °° 
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Trend of Commodities 





During the fortnight ended November 19, farm products 
futures extended their advance moderately; but spot prices 
were generally weak. Hog prices, consequent upon heavy 
marketing, dropped to the lowest level since mid-1946. Fol- 
lowing resumption of free trading in tin on the London Metal 
Exchange after a lapse of eight years, prices declined by 334 
cents to 10!/, cents a pound below levels at which the British 
Ministry of Supply had been selling the metal to British and 
American industry. Our own RFC is also stuck with a supply 
of tin acquired prior to devaluation and sold here at $1.03. 
Following devaluation, the RFC lowered its price to 95 cents. 
Now it can be obtained here in the open market at around 76 
cents; so the RFC has withdrawn offerings, hoping that Lon- 
don may come to the rescue. Socialistically inclined govern- 





ments can’t tolerate lower prices. Neither can business cartels, 
which are now being revived in Europe with government con. 
nivance. With consumers tapering off their hoarding stampede, 
coffee prices have broken sharply. The Commerce Department 
points out that, even if reports of serious droughts in Brazil 
are true, coffee supplies for this country will not be affected 
until at least mid-1950. The world’s wool stocks had shrunk 
by July 1 to 2,767 million pounds, from 3,650 million a year 
earlier and. 4,170 million two years earlier. Potato prices will 
meet Government support next year at 60%, of parity, same as 
this year, but acreage allotments have been cut 7!/>°,. Next 
year’s flaxseed support price will be much lower than this year's 


of $3.99 a bushel. 
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Date 2Wk. | Mo. 3Mo. 6Mo. 1 Yr. Dec.6 
Nov.21 Ago Ago Ago Ago Ago 1941 
249.1 249.1 246.3 247.8 243.1 307.6 156.9 
261.5 262.6 251.7 247.5 250.3 280.1 157.3 
. 241.4 240.8 242.8 248.0 238.5 326.7 156.6 


28 Basic Commodities 
Il Imported Commodities 
17 Domestic Commodities 
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14 Raw Materials, 1923-25 Average equals 100 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 


1949 1948 1947 1945 1941 1939 1938 1937 
High — 161.5 162.2 164.0 95.8 85.7 783 65.8 93.8 
Low . . 134.9 149.2 1264 93.6 74.3 61.6 57.5 64.7 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2Wk. 1 Mo. 3Mo. 6Mo. 1 Yr. Deed 
Nov.2!1 Ago Ago Ago Ago Ago 194! 


290.2 291.2 293.8 292.1 292.2 317.6 163.9 
300.6 298.6 297.8 300.6 283.3 350.3 169.2 
snvnene RAND 228-4 224.1 2224 227.3 280.9 1462 


COMMODITY FUTURES INDEX 


7 Domestic Agriculture . 
12 Foodstuffs 
16 Raw Materials 
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Average 1924-26 equals 100 


1949 1948 1947 1945 1941 1939 1938 1937 
High ........... 139.28 168.63 175.65 106.41 84.60 64.67 54.95 82.44 
Low woes 122.45 139.83 117.14 93.90 55.45 46.59 45.03 52.03 
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Four Companies Affording 
Diversified Stability 





(Continued from page 229) 


industries. In this connection, we 
have purposely chosen companies 
representing diffierent industrial 
groups with the idea that if our 
readers agree that diversification 
has strengthened the merit. of 
their shares, they might benefit 
from this same factor through a 
properly timed purchase in the 
four distinctly different indus- 
tries. . 

On pages 230 and 231 we pre- 
sent statistical data and brief 
comments on each of the four 
companies selected, du Pont, Gen- 
eral American Transportation, 
Motor Products, and American 
Chain & Cable Company. For tim- 
ing of purchases, we suggest that 
readers follow the market advice 
of A. T. Miller appearing regu- 
larly in each issue of the Maga- 
zine. 





Wrigley vs. American Chicle 





(Continued from page 234) 


14% lower than in the corres- 
ponding period a year before. 
Lower selling prices probably ac- 
counted for the decline in the cur- 
rent year. Contrasted with a six- 
month volume gain of 20% by 
Wrigley, the poorer showing by 
American Chicle assumes signifi- 
cance. More importantly, while 
sales data for nine months of 
1949 for American Chicle are not 
available, net earnings were re- 
ported as $2.50 per share, indi- 
cating that net for the full year 
may be around $3.50 per share 
compared with $3.92 for the cal- 
endar year 1948. On the other 
hand, last year’s earnings were 
swelled by a transfer from re- 
serves equal to 27 cents a share, 
and the management may decide 
to make another such adjustment 
in 1949 to improve the showing. 

Study of our table will show 
that though good cost controls en- 
abled American Chicle last year 
to maintain operating margins 
around 19.5%, though this com- 
pares unfavorably with 28.8% 
indicated for Wrigley. The spread 
perhaps is partly attributable to 
varying degrees of advantage de- 
rived from operations in foreign 
countries. American Chicle has 
gone in strong for production in 
several Latin American countries, 
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such as Argentina and Mexico, 
where restrictions and currency 
devaluations create problems. 
Over a long term, though, operat- 
ing advantages of Wrigley have 
consistently enabled it to operate 
with wider margins than its com- 
petitor, if only because its over- 
head expenses could be spread 
over larger sales. 

These comparisons, interesting 
as they may be, by no means de- 
tract from the fundamental mer- 
its of American Chicle Company. 
This enterprise has experienced 
prosperous years through every 
recession that has occurred in the 
economy for a half century. 
Though dividends have been paid 
without interruption for 23 years, 
retained earnings have sufficed 
to steadily increase working capi- 
tal. As of June 30, 1949, net cur- 
rent assets of $17.9 million com- 
pared with only $4.4 million back 
in 1932, a gain of more than 
300%, while a current ratio of 5 
attested to an unusually strong 
financial position. 


In the course of two decades: 


the company’s shareholders have 
received not less than $2.33 an- 
nually on stock presently out- 
standing, sometimes as much as 
$7 a share. Furthermore, annual 
earnings consistently exceeded 
distributions. In the 1939-48 pe- 
riod, however, American Chicle 
Company’s average dividends rep- 
resented only 70% of average 
net compared with 90% in the 
case of Wrigley. Declaration of an 
extra dividend of 25 cents a share, 
payable December 10, will make a 
total of $2.50 paid in 1949 by 
American Chicle, the same as in 
1948. 

The outstanding fine record of 
both concerns under discussion, 
together with their strong finan- 
cial status, makes it difficult to 
appraise their investment merits 
very differently. Both have simple 
capital structure, with no bonds 
or preferred stock ahead of their 
common. Net sales per share are 
not differing greatly. 


Market Action 


Marketwise, Wrigley shares at 
77 are close to their 1949 top, 
while American Chicle at 443% 
compares with a high of 47% for 
the current year. The yield on 
Wrigley is 5.1% and the price- 
earnings ratio 13.2, compared 
with 5.6% and 11.2, respectively, 
for American Chicle. All of these 
figures reflect strong confidence 
by investors in both issues, with 


a slight edge in favor of Wrigley 
because of this company’s current 
more satisfactory progress. 

It is interesting to note, though, 
that in recent years there have 
often been times when investors 
have accepted a lower return on 
American Chicle shares than on 
those of Wrigley, because of the 
former’s more dynamic progress. 
For the long pull, accordingly, the 
appreciation potentials of Ameri- 
can Chicle can be rather brighter 
than those of Wrigley. 





The Business Outlook 
After Strikes 





(Continued from page 219) 


trial shutdowns furnished a ready 
explanation. But even in combina- 
tion, these reasons hardly offer a 
complete answer to the pronounc- 
ed lag in retail sales in recent 
weeks in the face of generally well 
maintained national income. And 
if store sales continue disappoint- 
ing, there is bound to be a kick- 
back on manufacturing industries. 

The sustained high level of con- 
sumer buying has been one of the 
most significant economic phe- 
nomena during the readjustment 
period. But everything points to 
the fact it has been so well sus- 
tained only because of the contin- 
ued near-record level of private 
capital expenditures, and that 
means that its future is tied up 
closely with the trend of such out- 
lays, currently downward. The 
downtrend is a drift rather than 
a sharp contraction. Whether it 
will remain just that and stabilize 
at a fairly high level depends not 
only on the attitude of industry 
but also to what extent the down- 
drift will be offset by Government 
spending. The latter is in an up- 
trend but its importance to the 
capital industries is still to be 
clarified. Perhaps more important 
in this connection are the firm to 
rising materials trends which may 
cause industry to show renewed 
interest in plant modernization 
to reduce production costs. To the 
extent that such interest tends to 
support capital goods spending at 
satisfactorily high levels, there 
need be no great fears of a sharp 
falling off of employment and con- 
sumer buying —and_ prospects 
point in this direction. 

True, consumers have become 
increasingly “choosy,” not because 
they lacked the wherewithal to 
buy but because their more press- 
ing needs have been filled and so- 
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called optional buying always re- 
quires special incentives. Demand 
can and will be activated when- 
ever the seller is willing to make 
sufficient concession to the buyer, 
either in price or quality or both. 
And the same, incidentally, holds 
true when it comes to business 
spending. The answer is: Further 
price adjustment and more promo- 
tional activity. 


Personal Savings 


The extent to which the public 
held back may be seen in the fact 
that during the first half of this 
year, personal savings were esti- 
mated to have been at an annual 
rate of $16.6 billion or almost dou- 
ble the annual rate of $8.8 billion 
in the like 1948 period. Put differ- 
ently, people saved 814% of their 
disposable income this year 
against only 4.7% last year. 
What’s more, an abnormally large 
proportion of this year’s spending 
went into durable goods such as 
automobiles, houses, appliances 
etc., correspondingly making for 
contraction of outlays for soft 
goods. The latter may gain hence- 
forth in the ratio in which spend- 
ing for consumer durables may 
shrink as demands are being filled. 
This process is on the way, hence 
the belief in some business circles 
that the low point in retail sales 
may have passed, particularly 
since the public has the means to 
buy more liberally than they did 
all through 1949. 

This belief, it must be added, is 
not universal. Higher living costs 
are suspected of being a factor in 
lagging retail sales, and resistance 
to them at least partially responsi- 
ble for the large increase in sav- 
ings. In other words, it is believed 
that optional consumer buying, 
so important to prosperity, is be- 
ing reduced because high fixed 





items such as taxes, food, rentals 
etc. constitute a significant drain 
on consumer income and make for 
increasing liquidity preference, 
that is a preference for “rainy 
day” saving over optional spend- 
ing. Living costs admittedly have 
come down only a little, some 3% 
on basis of the Consumer Price In- 
dex since the peak of inflation, and 
the Consumer Price Index is now 
widely regarded as an inadequate 
measure of living costs, hence the 
decision to revise it. Moreover, in 
recent weeks, its downtrend has 
been slightly reversed, pointing 
to stabilization of living costs at 
current high levels rather than any 
further notable decline. 

It may take some time until a 
clear-cut answer evolves to the 
question of what’s behind the lag 
in retail sales but the further 
trend of consumer buying is a key 
factor in the business outlook. 
That outlook for the months 
ahead remains good for reasons 
already stated. What may happen 
beyond that is a different matter. 
Regardless of shorter term poten- 
tials, based in substantial part on 
strike effects and also on seasonal 
aspects; it is important not to mis- 
take short range fluctuations for 
shifts in the basic business tide. 
These short range fluctuations 
should not overshadow the fact 
that the long term business trend 
remains mildly downward. Read- 
justment in most producers’ and 
consumers’ durable goods still 
has to be completed, and in most 
such lines including the vital auto 
industry it has hardly begun. 

The strikes just settled require 
considerable restocking, but re- 
stocking alone isn’t enough to gen- 
erate a basic business upswing, or 
perpetuate the Fall-Summer re- 
covery which itself originated in 
abandonment of ultra-conserva- 
tive inventory policies. Beyond the 
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CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on Novem- 
ber 16, 1949 declared a regular quarterly dividend of one dollar 
($1.00) per share on its $10 par value Common stock. The board 
also declared a special dividend of one dollar ($1.00) per share 
on such stock. Both dividends are payable December 19, 1949 
to stockholders of record as of the close of business November 


25, 1949. 


To assure prompt receipt of the dividend, stockholders should 
notify the Company, at its office, 60 Wall Street, New York 
5, N. Y., of any change of address, giving both the old and 


new addresses. 


W. ALTON JONES, President 
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post-strike spurt thus lies another 
test which may not come until late 
next Spring but which can hardly 
be avoided. Increased Government 
spending is likely insufficient to 
hold capital goods production at 
the 1949 average. Barring the un- 
foreseen such as a greatly enlarg- 
ed defense program, capital goods 
activity must still adjust itself to 
the potentials of a more normal 
peace time economy. 





For Profit and Income 





(Continued from page 239) 
Lorillard 


Lorillard, whose major profit- 
maker in a considerable list of 
tobacco products is Old Gold ciga- 
rettes, has declared 1.75 in divi- 
dends for 1949, inclusive of a year- 
end extra. As things look now, it 
should fare about equally well in 
1950. Better control of inventory, 
in which leaf tobacco is the big 
item, has been demonstrated over 
the last several years than by the 
bigger companies in this trade; 
and incurrence of funded debt 
since prewar, due to the major rise 
in volume of sales and in tobacco 
inventory which must be carried, 
has been notably moderate, com- 
pared to some others. On the as- 
sumption of a $1.75 dividend 
again next year, the stock is on a 
current yield basis of over 6.6%. 
Not bad for a relatively conserva- 
tive equity in a relatively stable 
consumption goods industry. 


Biscuits 


The prosperity of the biscuit 
makers does not appear tempor- 
ary. It is tied in with the major 
rise in consumer income and 
spending since prewar, the bulk of 
which is believed to be permanent. 
As usual in a generally favored 
situation, the runners-up have 
gained relatively more than the 
biggest company, which is Na- 
tional Biscuit .Comparing 1937 
with 1948, share earnings of Na- 
tional rose about 90%; those of 
Sunshine Biscuits (formerly 
Loose-Wiles), No. 2 in size, rose 
about 528%; those of United 
Biscuit, No. 3 in volume, rose about 
430%. Earnings last year were 
$3.11 a share for National, with 
over 6 million shares outstanding; 
$6.78 for Sunshine, with only a lit- 
tle over 1 million shares; and 
$5.36 for United on 951,000 


shares. They will be moderately 
higher for 1949 in each case. This 
column would give Sunshine the 
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nod, figuring 1949 net at close to 
$7.75 a share. The latest quarter- 
ly dividend put the stock on a $5 
basis, giving an indicated current 
of about 9%, against indicated 
yields of less than 6% on United 
and less than 5% on National 
Biscuit. Earnings would seem to 
justify more liberal payments by 
the latter two and they might 
come; but liberality is already an 
established fact in the case of Sun- 
shine. This company has made 
major strides in expansion and 
improvement of facilities, and in 
bolstering its competitive position. 





European Economic 
Unification—A Dream or 
a Possibility? 





(Continued from page 225) 


of the drain of the maintenance 
of a large army in Indonesia; 
capital expenditures, both private 
and government, have been heavy. 
Inflationary pressure is still a big 
problem, and the country has a 
heavy deficit in her international 
accounts. Unless the Dutch tight- 
en their belts even more — which 
for political reason has been in- 
advisable — balance their budget 
and scale down heavily their capi- 
tal expenditures, Belgium would 
in the long run have to share in 
the Netherlands external pay- 
ments deficit. This the Belgians, 
of course, have been reluctant 
to do. 


To do on a European-wide scale 
what Belgium and the Nether- 
lands have been trying to do, 
would require roughly the same 
degree of “management” or 
“market economy” — whichever 
is preferable — in all European 
countries. It would require iden- 
tical fiscal and monetary policies, 
and the abandonment of “full 
employment” in favor of the free 
movement of labor. Can anybody 
imagine socialist Scandinavia, 
with a relatively high standard of 
living, inviting Italian unem- 
ployed to share in this standard? 
This may be one of the reasons 
why Britain’s Labor Government 
has shied from entering the pro- 
jected Western European Com- 
monwealth of Nations, but is 
promising to give it merely “its 
closest cooperation.” 

Politcal obstacles to a Conti- 
nent-wide economic integration 
are no less formidable. If Germany 
is included, as it seems that it will 
have to be, and if Great Britain 
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stays out, it may be but a few 


years before Western Germany 
may again be a dominating factor 


in the Western European econ- 
omy. But even if Germany and 
the rest of Western Europe could 
somehow get together and cooper- 
ate, and there is a good chance 
that they will, there still would be 
the strategic considerations with 
respect to the Soviet Union. 

Purely economic considerations, 
which are the chief argument for 
the establishment of a Continent- 
wide market which would pro- 
mote competition and _ greater 
efficiency, would still have to take 
a back seat to military and secu- 
rity considerations. One look at 
the map of Western Europe will 
tell why. 

For example, it would be very 
difficult to defend the Scandina- 
vian peninsula against a Russian 
onslaught. It would, therefore, be 
rather foolish to locate such a key 
industry as steel making in Swe- 
den and Norway, no matter how 
much more cheaply steel could be 
made there. 

The point is that a single mar- 
ket idea in Europe would not al- 
ways square with the political 


and strategic needs of the situa- 
tion. In these days and this age, 
no European country will give up 
willingly its prerogatives of being 
self-sufficient in favor of indus- 
trial specialization on a regional 
basis — at least not unless it has 
a pretty solid guarantee that it 
will not be cut off in the case of 
a war. 

The American taxpayer will 
have to accept for granted that 
on a continent that may become 
a battlefield, industrial specializa- 
tion is as difficult to return to as 
is the gold coin standard. Both 
had their place in the Nineteenth 
Century when the world situation 
was characterized by a long 
period of peace and when Europe 
was safe from aggression and 
the struggle of conflicting ideolo- 
gies. 

How can the matter of the in- 
tegration of Continental Western 
Europe be worked out to the 
satisfaction of the American 
people and Congress and to the 
Europeans themselves? In the 
first place, the Europeans have 
made a mistake by glibly accept- 
ing the American proposal that 
they organize themselves into a 


249 






















UNITED FRUIT COMPANY 


DIVIDEND No. 202 













A dividend of fifty cents per 
share on the capital stock of 
this Company has been declared 
payable Jan. 13, 1950 to stock- 
holders of record Dec. 8, 1949. 


EMERY N. LEONARD 
Treasurer 























































INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 139th Consecutive 
Quarterly Dividend 


The Board of Directors of this Corporation has 
this day declared a dividend of $1.00 per share, 
payable December 10, 1949, to stockholders of 
record at the close of business on November 22, 
1949. Transfer books will not be closed. Checks 
prepared on IBM Electric Punched Card Ac- 
counting Machines will be mailed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
October 25, 1949 





I B M INTERNATIONAL BUSINESS 
MACHINES CORPORATION 
590 Madison Ave., New York 22 


The Board of Directors of this Corporation has 
this day declared a stock dividend at the rate 
of five shares for each 100 shares held, to be 
issued January 25, 1950, or as soon thereafter 
as practicable, to stockholders of record at the 
close of business on January 5, 1950. Transfer 
books will not be closed. 

A. L. WILLIAMS, Vice Pres. & Treasurer 
October 25, 1949 








REEVES BROTHERS, wc. 


DIVIDEND NOTICE 
A quarterly dividend of 25c per 
share has been declared, payable 
January 3, 1950, to stockholders of 
record at the close of business De- 
cember 5, 1949. The transfer books 
of the Company will not be closed 
J. E. REEVES, Treasurer 
November 14, 1949 


























C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in cash 
has been declared on the Common Stock of 
C. I. T. FINANCIAL CORPORATION, pay- 
able January 1, 1950, to stockholders of record 
at the close of business December 10, 1949, 
The transfer books will not close. Checks will 
be mailed. 


FRED W. HAUTAU, Treasurer 
November 22, 1949. 














single market area when they in 
reality have seen the difficulties. 
On the other hand, the American 
people and Congress should be 
made to realize that going, for 
the time being, beyond the con- 
ditions that existed in _ inter- 
European relations in 1938 will 
be difficult. 


The problem will probably be 
solved by a compromise; a com- 
promise by which limited groups 
of Western European countries 
will try to integrate their econo- 
mies. Benelux is already ap- 
proaching materialization despite 
difficulties and postponements. 
The Scandinavian union is a good 
possibility, as if an Iberian union 
between Spain and Portugal. A 
French - German market area 
which would include France’s co- 
lonial Empire was recently men- 
tioned. The two countries are 
complementary in many respects 
and both would be strengthened 
economically. The question of 
partnership rights and duties re- 
mains to be solved. 


It would seem that continent- 
wide freedom of capital move- 
ment and labor movement would 
be to much to expect. It is also 
doubtful that the European coun- 
tries, whether organized region- 
ally or standing alone, will go 
overboard for a “free market 
economy.” Some degree of “‘man- 
agement” and economic national- 
ism will unquestionably be kept, 
and to the degree they are kept, 
the ambitious plans of integration 
will go unfulfilled. 





How Much Revival in the 
Paper Industry 





(Continued from page 237) 


cern declined only 5.59% from the 
year earlier level, and this de- 
spite a curtailment in operations 
to a low point of 25% of capacity 
at one time earlier this year. 
Since midyear, incoming orders 
have decidedly increased and 
earnings of $3.21 per share for 
nine months were only moder- 
ately below the $3.91 reported in 
the same 1948 period. That the 
35 cents quarterly dividend rate 
has been amply covered is obvi- 
ous, and prospects for increased 
liberality in due course are fair. 
It seems likely that final net for 
1949 may be around $4.50 a share 
compared with $5.02 in 1948. 


THE 





MAGAZINE 


The two leading producers of 
newsprint, Great Northern Paper 
Company and International Paper 
Company have fared exceedingly 
well. To judge from nine-month 
earnings of $3.84, Great Northern 
Paper’s net for the full year 
should compare rather favorably 
with the $4.63 of 1948. Strong 
demand for newsprint, coupled 
with higher prices, have com- 
bined to maintain the company’s 
earnings at a high level and there 
are no signs of less favorable con- 
ditions in the remainder of 1949, 
Next year, as we have previously 
said, increased competition with 
Canada may force newsprint 
prices down somewhat, but as vet 
this remains to be seen. Last year 
this concern paid a total of $2.80 
per share in dividends and will 
match this in 1949 by raising the 
quarterly rate to 60 cents a share 
in the third quarter and by a 
year-end extra of 60 cents. 


International Paper Co. 


Similarly good operating con- 
ditions have held earnings of In- 
ternational Paper Company at a 
high level that would have sur- 
prised many analysts earlier in 
1949. This concern has benefitted 
not only from large sales of news- 
print at firmer prices but also 
from large scale production of 
kraft papers, the outlook for 
which we have previously dis- 
cussed. Over-all sales of the com- 
pany’s diversified output for nine 
months amounted to $304 million, 
about 11% lower than in the 
comparable span in 1948, but 
good cost controls held the decline 
in net earnings to 10% for a level 
of $9.02 cents per share. This net 
would have been almost $1 a share 
higher had not the company 
charged off about $3.1 million in 
the September quarter to allow 
for adjustments in the working 
capital of foreign subsidiaries 
due to currency devaluations. 
Declaration of $1 per share year- 
end extra on the equities of Inter- 
national Paper Company assures 
payment of $5 per share for the 
entire year, while interest in the 
shares has been heightened by a 
proposal for a 2 for 1 split-up to 
be acted on by stockholders on 
December 16. 


Discussion of the paper indus- 
try would be incomplete without 
mention of forward progress 
achieved in the current year by 
manufacturers of paper cups and 
similar containers. For nine 
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months of 1949, sales of $20.2 
million by Dixie Cup Company 
exceeded total volume for 1948 by 
a modest margin, while net earn- 
ings of $7 per share for 12 
months ended September 30 com- 
pared with $6.70 earned in all of 
last year. Lily-Tulip Corpora- 
tion’s sales and earnings also 
show substantial gains this year 
compared with last. Net per share 
for 1949 is estimated at about $8 
per share in contrast to $7.31 in 
1948. 


An outstanding specialist in 
the manufacture of facial tissues, 
paper towels and similar prod- 
ucts, Scott Paper Company, is 
establishing all-time high records 
in the current year, earning $4.15 
per share for the first nine 
months against $2.92 a year ago. 
Plant improvements recently com- 
pleted should benefit final quarter 
operations. 


The world’s largest producer of 
paper bags, Union Bag & Paper 
Company, had a rather discourag- 
ing year through September 30, 
due mainly to sharply curtailed 
buying by dealers. The company’s 
margins were substantially nar- 
rowed by a 25% decline in vol- 
ume. Net earnings of $3.30 per 
share for nine months were less 
than half the $7.11 reported in 
the corresponding interval of 
1948. The management is opti- 
mistic, though, over operations in 
the near term and probably with 
some justification, for consump- 
tion of paper bags has naturally 
continued apace and the time 
seems near when dealers will be 
forced to expand their inventories. 





HAPPENING IN 
WASHINGTON 





(Continued from page 220) 


to a peak of 2,400,000, in a high- 
hourly wage field, should stabilize 
purchasing power. Public con- 
struction is likely to move forward 
more rapidly than in 1949, but 
residential building will fall from 
the unprecedented pace now re- 
corded, but not sufficiently to dis- 
turb the overall figures. Industrial 
building has moved faster than 
expected this year, has caught up 
with estimated needs, and the 
Commerce Department looks for 
a 25 per cent slackening. 
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Varying Effect of Wage 
Factor on Corporate Profits 





(Continued from page 217) 


ing than in other lines of industry. 
Most large financial institutions 
also have retirement systems, and 
these concerns are virtually im- 
mune to pressure from organized 
labor. 

Two phases of the pension 
movement now gaining momen- 
tum must rouse apprehension 
among investors—especially those 
dependent on fixed income, such 
as trust funds and annuities sup- 
ported by bonds. These relate to 
psychological reactions of workers 
participating in industrial pen- 
sion programs and to possible dev- 
astating effect on small business 
in the event of a serious business 
depression. 


Consumer Attitudes 


Let’s look first at the question 
of consumer attitudes when pen- 
sion systems become widely oper- 
ative. The feeling of assurance 
may encourage slackening in vol- 
untary savings efforts and induce 
freer spending for household ap- 
pliances, for vacations or for the 
whole host of consumer wants. In 
short, it is not difficult to trans- 
late into the pension idea another 
strong inflationary influence. Such 
an influence likely would become 
noticeable only in small degree 
for a time, but by 1953 or 1954, 
when vast amounts of War Sav- 
ings Bonds purchased ten years 
earlier become due and payable, it 
would not be surprising to find the 
public in the mood to spend this 
“hot money” rather than to rein- 
vest it. 

One might ask whether such 
spending proclivities might not 
prevent a serious depression in 
the foreseeable future. It is an in- 
teresting thought, for unless a gen- 
eral setback is avoided, a slump in 
earnings readily might prove dis- 
astrous not only for pension pay- 
ments but for business in gener- 
al. Business men vividly recall 
that in 1937, when a buyers’ strike 
caused a sharp decline in commod- 
ities and manufacturing activity 
late in the year, more than half 
of corporations issuing public 
financial statements showed defi- 
cits. The following year, when 
the depression spread to virtually 
all parts of the country, more than 
60 per cent of reporting corpora- 
tions showed unprofitable opera- 
tions. 











STOCKS OF 
47 Debt - Pree 
COMPANIES 


NVESTORS who hold stocks of 
debt-free companies are in the 
fortunate position of owning these 
businesses in entirety, free from 
all prior claims. A new UNITED 
Report on strong concerns with 
only common stock outstanding 
selects 47 stocks in five groups: 
10 with strong growth characteristics 
10 25-yr. dividend-payers, 5% to 9% 
10 inflation-hedge issues 
10 sound stocks yielding 8% to 12% 
7 selling under 15 for appreciation 


You will find this 47-stock Report most 
helpful in selecting issues for either 
appreciation or increased income. 


Yours with Month’s Trial 


This Special Report & weekly 
UNITED Investment Service sent $1 
for one month to new readers for 


Send $1 for Reports MW-41B 
UNITED BUSINESS SERVICE 


210 Newbury St. AN rr Boston 16, Mass 
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Safeway Stores, Incorporated 


Preferred and Common 
Stock Dividends 


The Board of Directors of Safeway 
Stores, Incorporated,on November 11, 
1949 declared quarterly dividends on 
the Company’s $5 Par Value Common 
and 5% Preferred Stocks. 

The dividend on the Common 
Stock is at the rate of 40c per share 
and is payable December 15, 1949 to 
stockholders of record at the close of 
business December 2, 1949. 

The dividend on the 5% Preferred 
Stock is at the rate of $1.25 per share 
and is payable January 1, 1950 to 
stockholders of record at the close of 
business December 2, 1949. 

MILTON L. SELBY, Secretary. 
November 11, 1949. 


_ 

















Union CarBipE 


AND CARBON CORPORATION 


UCC) 


A cash dividend of Fifty cents 


, (50¢) per share on the outstanding 
| capital stock of this Corporation 
| has been declared. payable Janu- 


ary 3. 1950 to stockholders of ree- 
| ord at the close of business Decem- 
| ber 2, 1949. 
MORSE G. DIAL, 


Vice-President and Treasurer 
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What would have been the effect 
on financial statements if most of 
these companies had been com- 
pelled to set aside about 6 per cent 
of payroll expense for pensions? 
Unless temporary relief had been 
granted by trustees or other au- 
thorities in control of pension 
funds, it is not unreasonable to 
suppose that insolvencies would 
have been much more numerous 
than actually reported at the time. 

Growth of the pension move- 
ment presents numerous impon- 
derables for the investor. One may 
safely conclude, however, that the 
smaller and financially weaker 
companies are more vulnerable 
unless union leaders are willing 
to make allowances in pension 
programs. And in such event, is it 
not possible that more generous 
pension programs of larger com- 
panies may attract vee from 
small competitors? 

In a nutshell, the pension idea 
tends to make “the strong strong- 
er and the weak weaker.” This 
trend increases the hazard of 
starting new businesses, for em- 
ployees covered by pension plans 
will feel unwilling to change jobs 
even at increased current wage 
rates if such action would necessi- 
tate surrendering pension rights. 

The most logical conclusion to 
be reached by a study of the wage 
factor under today’s conditions is 
that the strong, financially bul- 
warked corporations have _ bol- 
stered their competitive position 
at the expense of secondary, mar- 
ginal companies, and that greater 
security is likely to be found in 
leading representatives of various 
industries, especially those having 
lightest payroll burdens. A care- 
ful study of detailed statistics in 
the accompanying compilation is 
suggested. 





How Adequate Is Corporate 
Working Capital Today? 





(Continued from page 228) 
bilities. Such a financial status 
speaks for itself. 

Partly by borrowing $10 mil- 
lion on term notes in the first half 
year, Cluett Peabody & Company 
has measurably strengthened its 
working capital position. As of 
June 30, 1949, a current ratio of 
5.8 compared very favorably with 
2.8 the year before. Working capi- 
tal of $38.4 million at midyear 
rose $7 million in the same span, 
though cash holdings shrank to 
$2.4 million from $3.6 million on 


June 30, 1948. As inventories re- 
mained on an even keel, the gen- 
eral over-all improvement re- 
sulted from a reduction of $9.1 
million in current liabilities. 
While greatly stepped up activ- 
ity in the aircraft industry has 
intensified working capital prob- 
lems, the fact that Government 
contracts are responsible for the 
bulk of current operations is an 


_ offsetting factor. In war years 


when current assets often barely 
exceeded current liabilities, no 
credit strain occurred with Wash- 
ington virtually the sole customer. 
From our table it will be seen 
that in the May 31, 1948-49 
period, the current ratio of Doug- 
las Aircraft receded to 3.9 from 
6.1, but the ratio was still so fa- 
vorable that little significance at- 
taches to the decline. In the space 
of a year, inventories were re- 
duced by $2.7 million, while hold- 
ings of cash and securities rose 
$10.5 million, trends that revealed 
an increasingly strong financial 
status. Working capital rose 
moderately to $58.7 million and 
appears fully adequate for pres- 
ent requirements. 

In studying our tables, it is in- 
teresting to note how many con- 
cerns improved their financial 
positions without relying on in- 
ventory liquidations to improve 
their status. Take B. F. Goodrich, 
for example. This company’s in- 
ventories of $98.7 million on June 
30 were fractionally higher than 
a year earlier but earnings evi- 
dently accumulated at a rate that 
permitted a reduction of $10.4 
million in current liabilities and 
$2 million in long term debt. In 
the same period aggregate cash, 
securities and receivables rose 
$3.5 million. These divergent 
trends served to raise the latest 
current ratio to 7.1 compared 
with an already satisfactory one 
of 4.9 the year before. The com- 
pany’s working capital reached 
record proportions of $154 million 
at June 30 and should meet all 
needs for some time to come. 

Creation of a $5 million term 
debt by Joy Manufacturing Com- 
pany aided in bolstering working 
capital as of June 30. Current lia- 
bilities were reduced by $2.5 mil- 
lion while cash holdings rose al- 
most threefold to $6 million, help- 
ing to lift working capital by $5.8 
million and advancing the current 
ratio from 3.3 in midyear 1948 to 
4.9 last June. As the coal strike 
has substantially checked the flow 
of Joy Manufacturing Company’s 
incoming orders in the second 
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half year, it is probable that in- 
ventories have ben reduced of late 
and that the forthcoming annual] 
report will show an even more 
comfortable financial position 
than at midyear. 

Link Belt Company is another 
instance where retention of sub- 
stantial earnings has been bene- 
ficial in strengthening the com- 
pany’s general financial picture. 
During the year ended June 30, 
current liabilities were reduced 
by $2.7 million, while current as- 
sets rose $2.8 million, thus swell- 
ing working capital by about $5.5 
million. Among current assets, 
the main change was an increase 
of $4 million in marketable se- 
curities to $7.2 million. Combined 
with cash of $11.6 million, these 
liquid holdings of $18.8 million 
compared with current liabilities 
of $12.7 million, aside from total 
inventories and receivables of 
$24.7 million. A current ratio of 
3.4 reflects this improved finan- 
cial status. 

Rather sharply reduced volume 
and prices in the first half year 
in the case of Montgomery Ward 
& Company were the cause for in- 
ventories to shrink on quite a 
scale. At the end of July, 1949, 
the company valued inventories 
on hand at $251.9 million, lower 
by about $58 million than a year 
before. Receivables also were re- 
duced by about $9 million, while 
cash holdings declined $7.3 mil- 
lion. Accounting for the smaller 
cash in the face of such heavy 
liquidation was the retirements of 
$23 million in current liabilities 
and the acquisition of $84 mar- 
ketable securities. On balance, 
working capital rose to $422.3 
million from $388.6 million a year 
before, and the current ratio was 
lifted from 4.3 to 5.5. Thus while 
recessionary influences have cut 
into the company’s earnings this 
year, its fundamental status has 
been measurably fortified. 

J. C. Penney Company, a lead- 
ing chain store operator, has simi- 
larly improved its working capi- 
tal position in this year of read- 
justments. Current liabilities at 
midyear were reduced to $84.5 
million from $116.2 million on 
June 30, 1948, mainly by liquidat- 
ing about $37 million in inven- 
tories. By retaining a substantial 
portion of earnings the company 
increased holdings of cash by $9.7 
million and purchased $15 million 
marketable securities. By and 
large, working capital rose to an 
all-time high of $130.5 million 
and a current ratio of 2.5 com- 
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pared with a rather modest 1.8 
the year before. 

The experience of Wesson Oil & 
Snowdrift Company, Inc. over 
the period of a year is interesting 
to study. Following the two most 
successful fiscal years in the com- 
panys’ history, a sharp fall in 
prices for vegetable oils and cur- 
tailed demand abruptly plunged 
operations into a difficult period 
in the earlier part of 1949. In 
reflection of these conditions, the 
company earned only $1.29 per 
share for nine months ended May 
28, 1949, compared with $9.24 a 
share in the corresponding period 
the year before. In entering the 
readjustment period, though, the 
company was fortunate in having 
accumulated more than $14 mil- 
lion cash from retained earnings 
and $3 million of marketable se- 
curities. 

In the 12 months ended May 
31, 1949, Wesson Oil spent about 
$4.5 million on its facilities and 
reduced its current liabilities by 
$3.1 million, almost entirely by 
drawing on its cash resources, for 
its inventories actually increased 
by about $1.7 million. Working 
capital at the end of period was 
lowered to $38.4 million, market- 
able securities liquidated and 
cash reduced to $7.8 million. On 
balance, however, the company’s 
current ratio advanced to 4.2 
compared with 3.9 the year be- 
fore. This latter factor thus re- 
mains very satisfactory although 
cash holdings now represent a 
much smaller proportion of cur- 
rent assets than formerly. 

While space limitations pre- 
clude a discussion of other com- 
panies on our table, it is clear 
that most of them have continued 
to build up their working capital 
and to improve the relation of 
current assets to current liabili- 
ties. In a broad manner this indi- 
cates that industry is in a 
stronger position than ever to 
face whatever conditions may 
emerge in the near term. 





The Trend of Events 
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board, steel products and other 
materials will be required by this 
source in the coming year, and to 
some degree offset a presumable 
decline in industrial construction. 

Aside from basic needs, the 
postwar custom of home builders 
to install all kinds of modern 
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home appliances encourages ex- 
pectations of large orders for 
these. All said, while general 
prosperity does not hinge entirely 
on above-average construction ac- 
tivity, this factor is a strongly 
supporting influence. The promis- 
ing outlook in this special field is 
something that invites confidence. 

The real cause of the housing 
shortage, and the housing boom, 
was of course not just the war- 
time pause in civilian construc- 
tion but the enormous number of 
new marriages in recent years. 
The formation of new families 
has been way above normal and 
is now tapering off; in a sense, 
its been borrowed from the past 
and from the future. But result- 
ant housing needs have by no 
means been met. With proper 
price development, home building 
is likely to zoom for a consider- 
able time to come. 





Is Market Topping Out? 








Allegheny Ludium Steel Corporation 
Pittsburgh, Penna. 


At a meeting of the Board of Directors of the 
Allegheny Ludlum Steel Corporation held today, 
November 14, 1949, a dividend of 
fifty cents (50¢) per share was de- 
clared on the Common Stock of 
the Corporation, payable Decem- 
ber 22, 1949, to Common stock- 
holders of record at the close of 
business on December 1, 1949. 
The Board also declared a dividend of one 
dollar twelve and one-half cents ($1.1214) per 
share on the $4.50 Cumulative Preferred Stock of 
the Corporation, payable December 15, 1949, to 
Preferred stockholders of record at the close of 
business on December 1, 1949. 
S. A. McCASKEY, Jr. 
Secretary 

















SOUTHERN PACIFIC COMPANY 
DIVIDEND No. 128 


A QUARTERLY DIVIDEND of One Dol- 
lar and Twenty-five Cents ($1.25) per share 
on the Common Stock of this Company has 
been declared payable at the Treasurer’s Office, 
No. 165 Broadway, New York 6, N. Y., on 
Monday, December 19, 1949, to stockholders of 
record at three o’clock P.M., on Monday, No- 
vember 28, 1949. The stock transfer books will 
not be closed for the payment of this dividend. 
J. A. SIMPSON, Treasurer. 


New York, N. Y., November 17, 1949. 
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sense, the 1950 Congressional elec- 
tions already over-hang the mar- 
ket. They might or might not 
bring the Welfare State’s pay-off, 
in the form of taxes, nearer. 

If the much talked of “inflation 
factor’—discussed in a special ar- 
ticle on subsequent pages—were a 
dynamic influence for the near- 
term or the medium-term, specu- 
lative demand would not now be so 
subdued; and there would be some 
indications of ‘“‘inflation-hedge” 
emphasis in investment selectiv- 
ity. Instead, the current attitude 
toward such extractive industry 
stocks as oils and non-ferrous met- 
als, for example, is one of caution, 
if not medium-term distrust. Actu- 
ally, there is no informed expecta- 
tion of either a general rise in com- 
modity prices over the presently 
foreseeable future or more than a 
relatively moderate expansion, at 
best, in the total money supply. 
The latter, measured by commer- 
cial-bank demand deposits plus 
currency in circulation, is now ma- 
terially lower than year-ago levels. 
Inflationary potentialities in Fair- 
Deal policy, inclusive of possible 
currency devaluation, appear dis- 
tinctly long-term and involve a 
number of “ifs.” 

No change in our policy is called 
for. Maintain the generally conser- 
vative reserves, in cash or equival- 
ent, which we have previously rec- 
ommended. 

—Monday, November 28. 


QC.f- 


AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York 8, N. Y. 
There has been declared a dividend of one 


and three-quarters per cent (134%) on the 
preferred stock of this Company outstanding, 
payable December 15, 1949, to the holders 
of record of said stock at the close of busi- 
ness December 1, 1949. 

Transfer books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York. 


Howarp C, Wick, Secretary 
November 17, 1949 








GU POND E. I. pu Pont DE NEMOURS 
& COMPANY 

WILMINGTON, DELAWARE: November 21, 1949 

The Board of Directors has declared this day 


regular quarterly dividends of $1 4 a share 
on the Preferred Stock—$4.50 Series and 87%¢ 
a share on the Preferred Stock—$3.50 Series, 
both payable January 25, 1950, to stockholders 
of record at the close of business on January 
10, 1950; also $1.50 a share on the new $5.00 
par value Common Stock as the year-end divi- 
dend for 1949, payable December 14, 1949, to 
stockholders of record at the close of business 


on November 28, 1949. 
L. puP. COPELAND, Secretary 














vi Johns-Manville 
JM Corporation 
PRODUCTS DIVIDEND 


The Board of Directors declared a year-end 
dividend of $1.30 per share on the Common 
Stock payable December 9, 1949, to holders 
of record November 28, 1949. 


ROGER HACKNEY, Treasurer 





253 








rarer Se 





As I See It! 





(Continued from page 209) 


fluence in China and not lose it 
by default. Let’s not forget that 
involved is not just China but all 
of Asia. The stakes are high! 

It is unfortunate that opinion 
in the Administration, in the 
State Department and in Con- 
gress is sharply divided as to 
what our future China policy 
ought to be. It is because of the 
violently opposed views of power- 
ful political groups within our 
country that our policy has been 
effete and bungling, one of delay- 
ing action rather than taking ac- 
tion. How much more provoca- 
tion and humiliation will be nec- 
essary to bring about a meeting 
of the minds, to adopt a policy 
that will deal with today’s emer- 
gencies rather than attempt to 
consider ‘long term prospects’ in 
China. These prospects, whatever 
some quarters think they might 
be, are being lost right now by 
our failure to stand up. 





BOOK REVIEWS 


WHAT’S BEHIND A 
FINANCIAL STATEMENT 
By R. G. Rankin 


Written for both the layman and the 
professional, this readable fact-packed 
book by a top expert in the field of ac- 
counting tells how financial transactions 
are recorded, how the figures are assem- 
bled, and what the figures reported in 
financial statements really mean. 

Here are some of the subjects covered 
in the brief, clearly written chapters: 

The basic information essential to an 
adequate understanding of the back- 
ground of financial statements. 

An explanation of the theory of debits 
and credits—the tools with which the 
accountant works—and a comprehen- 
sive outline of the evolution of book- 
keeping since its inception in the late 
fifteenth century. 

The impact of business machines on 
accounting records and a discussion of 
the development of modern accounting 
methods which have made big business 
possible. 

Clear explanations of records and pro- 
cedures of accounting for cash, income 
and expense, and the record of records 
in which all transactions are finally col- 
lected and collated. 

A discussion of the three most vital 
elements in the business world today— 
inventory, fixed assets and depreciation, 





254 


and reserves. 

The financial statements themselves, 
the statement of income and the balance 
sheet, and the real significance of the 
accountant’s certificate. 

All the information is simply and suc- 
cinctly presented and is invaluable to 
anyone who wants sound and authorita- 
tive information on accounting methods. 
Doubleday $2.00 


CYCLES 
By Edward R. Dewey and Edwin F. Dakin 


Shortly after CYCLES was first pub- 
lished in 1947, it became simultaneously 
“an umbrella for business weather” and 
“the businessman’s best seller.” 

Since then its forecasts have in gen- 
eral proved so consistently right that 
it has been deemed advisable to pub- 
lish an extended edition, bringing related 
information as nearly up to date as pos- 
sible. The new material is called 1950 
Postscript: Further Deflation and its 
Promise, and the projections which it 
lays down are intended to carry the 
reader well into the coming decade. 

CYCLES established the ground for 
a completely new approach to the eco- 
nomic problems of our era. It is one of 
the most provocative, challenging books 
that has been published in years. It con- 
cerns the important subject of our eco- 
nomic future—and how we can predict 
that future scientifically. 

No grasp of difficult theory is needed 
to read this book and profit from it. 
Winter follows summer in a regular 
way, and we accept it as a rhythm. In 
the same way, Mr. Dewey and Mr. Dakin 
show us natural and economic rhythms 
which seem to come as surely, as regu- 
larly as winter follows summer. These 
complex economic rhythms, when ana- 
lyzed, show us the probabilities of future 
business activity, stock prices, bond 
prices, commodity prices, and the recur- 
ring ups and downs of our general 
economy. 

Henry Holt and Company $3.50 


BOTTOM-UP MANAGEMENT 
By Wiliam B. Given, Jr. 


The goal of the management philoso- 
phy presented in this book is the release 
and stimulation of individual initiative. 
Mr. Given writes from a strong convic- 
tion, confirmed by the successful experi- 
ence in his own company over a period of 
years, that the human factor is the most 
important element in business manage- 
ment. In this book he explains the day- 
by-day operation of “Bottom-Up Man- 
agement” in enlisting the support and 
creative contributions of supervisory 
and rank and file employees, so that a 
firmer sense of partnership may prevail. 

“Until recent years,” the author points 
out, “emphasis was placed on the tech- 
niques of management. Lately business- 


THE 


MAGAZINE 


men have come to realize that the suc- 
cess and progress of an enterprise is 
the sum total of the success and progress 
of its people. The management which 
fails to stimulate their wholehearted in- 
terest and loyalty, and fully utilize their 
ideas and initiative—as well as their 
time and energy and skill — is short- 
changing itself, its stockholders and the 
public it serves.” 

Harpers $2.50 





THE PROBLEM OF EMPLOYMENT 
STABILIZATION 
By Bertil Ohlin 


A noted Swedish economist and form- 
er Minister of Commerce of Sweden here 
considers the problem of the internal 
stabilizing of national economies in a 
world open to the storms of depressions 
with a global scope. He is particularly 
concerned with the many aspects of 
maintaining conditions under which 
everyone willing to work can obtain a 
job, but wherein there is also not too 
large a percentage of unfilled vacancies 
—or, over-employment. 

In a predominantly theoretical dis- 
cussions, Professor Ohlin draws on his 
wide knowledge of the complex inter- 
relationships of economic phenomena, 
using occasional examples of particular 
national solutions to the problem, such 
as Sweden’s depression-born public 
housing program. He also presents a 
careful analysis of and incidental dis- 
agreement with Keynesian economic 
theory. 

This book consists of lectures deliv- 
ered by Professor Ohlin on the Julius 
Beer Foundation at Columbia Univer- 
sity, later expanded in the Chicele Lec- 
tures at Oxford. 

Columbia $2.75 


CHINA SHAKES THE WORLD 
By Jack Belden 


When World War II ended, General- 
issimo Chiang Kai-shek appeared to be 
one of the most powerful rulers in the 
world. The only possible threat to his 
regime was a small group of Communist- 
led guerrillas whom eight years before 
he had all but liquidated. Today, the for- 
tunes of China’s dictator have undergone 
a cataclysmic change. Stripped of his 
authority, deserted by his generals, his 
army shattered and the people in revolt, 
the generalissimo has taken refuge on 
the island of Formosa, and only a hand- 
ful of followers and a few chests of gold 
bullion mark the overriding power that 
was once his. In the meantime, these 
despised guerrillas have conquered all 
of Manchuria, and North and Central 
China, seized the national capital at 
Nanking and are storming almost un- 
checked across Asia. 

Here, for the first time, Jack Belden 
tells this story of one of the most amaz- 
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Weighing the assets 
behind each share 


Do low-priced stocks have any place in the in- 
vestor’s portfolio? 


For the man with an ample retirement income—who 
can live comfortably on the interest from government 
bonds—the answer is “no.” But, for the average in- 
vestor who is still building toward financial inde- 
pendence—who needs capital growth to offset high 
living costs and taxes—the answer is decidedly “YES.” 


THE INVESTMENT AND Business Forecast of The 
Magazine of Wall Street is designed to aid you as an 
investor. It is not offered to the in-and-out trader. But, 
because low-priced shares have huge profit advan- 
tages, especially during certain times, we have under- 
taken exhaustive studies which are enabling us to use 
equities in the lower price ranges with great success 
in expanding the productive power of your capital. 


Now... A Complete, Supervised Program in 
Low Priced Shares for Large Percentage Profits 


Low priced stocks vary just as much in quality and in 
profit and income prospects as do securities in any 
other price category. Some “cheap” stocks are not 
worth the few dollars at which they are quoted. Others 
are strong, undervalued growth situations with consid- 
erable intrinsic merit. 


Convinced of the outstanding profits that well selected 
low-priced stocks offer, THE ForEcAST devotes a com- 
plete program to such growth companies—strategi- 
cally placed—which have realistically adjusted their 
positions to the 1950 outlook. 


Our records Research through the years shows 


show 3 to 1 that the 100 most active low-priced 
gains in common shares—which we have 
low-priced priced and charted weekly—out- 

shares stripped the general market by 


more than 3 to 1. 


An Investment Approach to 


LOW-PRICED STOCKS 








Measuring earnings 
and dividends 


Enroll Now for Our Low-Priced Stock Program 


Join our discriminating clientele now to share fully in 
our 1950 program which we believe will add sub- 
stantially to our profit record for, as opportunities de- 
velop, low-priced stocks of unusual promise will be 
definitely recommended. 


Every stock selected is carefully supervised. You 
are kept up-to-date on all new developments re 
garding each company represented — and are never 
left in doubt as to the precise action to take. Specific, 
unhedged advice tells you what and when to buy and 
when to sell. In addition, your enrollment entitles you 
to consult us on your present holdings, 12 at a time, 
so your least attractive issues can be weeded out and 
the funds directed into our definite recommendations 
according to your capital and objectives. 


Special Plan for a Rounded Program 


To enable you to diversify, THE Forecast also has a 
complete, supervised program devoted to top-grade 
stocks and good bonds for security of principal, 6% 
to 8% income, plus enhancement. Part of your funds 
can be used in this program. 


Because only progressive companies are selected — 
fortified by excellent financial and competitive posi- 
tions and with ample earnings to maintain dividend 
distributions — their capital enhancement will be 
spurred as investment demand becomes insistent. We 
will advise you what and when to buy and when to 
sell . . . when to contract or expand your position. 


Recommendations in all three of our specialized pro- 
grams are now being considered, so your subscription 
today will enable you to participate from the time 
they are initially made. By mailing the coupon below, 
therefore, you can enroll now . . . sell your weaker 
issues and benefit fully from Forecast Service. 





FREE SERVICE TO JANUARY 1, 1950 





IMail Coupon 


Today! 
Special Offer 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose (] $60 for 6 months’ subscription; [) $100 for a year’s subscription. 


(Service to start at once but date from January 1, 1950) 


SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: 1 $1.00 six months; [ $2.00 


() Telegraph me collect in anticipation of 


to buy and when to sell . . . when to ex 
pand or contract my position. 


six months; 





MONTHS’ one year in U. S. and Canada. 
SERVICE $60 C} $8.00 one year. 
MONTHS’ Name 
12 “ONeevice S100 


Address....... 





Complete service will start at 


once but date from January 1. City 


State 





| 
| 
| 
| 
| 
| 
| 
| Special Dehvery: 0 
| 
| 
I 
| 
| 
| 
Subscriptions to The Forecast | 
are deductible for tax purposes. ' 


DECEMBER 3, 1949 


Your subscription shall mot be assigned at 
any time without your consent. 


List up to 12 of your securities for our 


| 
| 
| 
| 
| 
} 
important market turning points... when } 
! 
} 
! 
| 
| 
] 
initial analytical and advisory report. 











BOOK REVIEWS 











ing turnabouts in history. The tale he 
weaves is a tangled one of war and 
politics, strategy and dialectics, of mur- 
der, poison and seduction, all taking 
place in the midst of a struggle for sur- 
vival between three different types of 
civilization: feudalism, capitalism and 
nascent socialism. 


Harper & Bros. $5.00 


THIS | REMEMBER 


By Eleanor Roosevelt 


In writing this deeply revealing story 
of her life as the president’s wife, 
Eleanor Roosevelt has done a difficult 
and courageous thing, and has done it 
with dignity, charm and humor. In an 
account that covers the period from the 
years preceding Franklin D. Roosevelt’s 
first term as Governor of New York 
State, to the day of his death during his 
fourth term as President of the United 
States, she discusses with characteristic 
honesty and frankness the intimate per- 
sonal problems the Roosevelts faced as 
the family of FDR. 

Believing that people will be inter- 
ested primarily in what she has to tell 
of her husband, and conscious that 
“There are some things I know that 
nobody else can know,” she has set down 
what she believes to be true of him— 
not only as a politician, a president and 
a great war leader, but as a man, a hus- 
band, a father, a friend. The discerning 
and illuminating picture that emerges 
makes clearer than any purely political 
autobiography ever could why Franklin 
D. Roosevelt was four times elected 
President of the United States. 


One by one she takes up the crises 
that arose in a family of lively individ- 
ualists where the father believed in 
letting the children make their own mis- 
takes and the grandmother was bent on 
ruling—all the touchy, controversial sub- 
jects, the rumors about her husband’s 
health, the gossip, the Roosevelt-monger- 
ing, the election propaganda, the bad 
publicity and constant criticism — and 
tells you how she felt about them. 

Here in short and in the truest sense 
is the personal, inside-the-White-House 
story of those busy, crowded, exciting 
years when first a depression was being 
licked and then a war being won. Like 
her first book, This Is My Story, which 
covered the years from her early child- 
hood to the time just before her hus- 
band’s election as governor, it is the 
story of a great lady, told with the 
charm, the warmth, and humanity and 
wisdom that are so particularly hers. 


$4.50 


Harper 
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ECONOMICS AND THE 
PUBLIC WELFARE 


By Benjamin McAlester Anderson 


Spans a brief but dramatic period in 
the financial and economic history of the 
United States—from 1913 to the end of 
World War II. The author has disclosed, 
from a vantage point of participation in 
the policy-making bodies of world fi- 
nance, much information not hitherto 
readily accessible on the financial struc- 
ture of contemporary economic life. 


In large measure, the disclosures here 
made have been obtained confidentially 
and have now been revealed only where 
the author was certain no harm can come 
to the sources from which this informa- 
tion was secured. Similarly, where ref- 
erences are made to private conversa- 
tions with bankers, brokers, industrial- 
ists and statesmen throughout the world, 
their names are either omitted, or used 
in those cases where the author was cer- 
tain of no objection. 


Dr. Anderson has frankly disavowed 
“unbiased objectivity.” Thirty-four years 
is too short a time in which to achieve 
serene perspective on the financial and 
economic developments of this momen- 
tous period. Such objectivity, moreover, 
is not easily achieved by a man who has 
lived through this period—not merely as 
an observer—but “as a fighting man try- 
ing all too ineffectively to alter the 
course of events.”” However, the reader 
will discover at once that Dr. Anderson 
has been fully conscious of his responsi- 
bility to be as objective in his evaluation 
as the events and circumstances of this 
personal record permit. 


Van Nostrand $6.00 


EFFECTS OF TAXATION 
By J. Keith Butters, Assisted by Powell Niland 
This book is the first in a series of re- 
lated studies, being carried on at the 
Harvard Business School on the effects 
of federal taxation on various phases of 
business activity. The purpose of the 
study is to determine and analyze the 
actual effects of taxes rather than to de- 
velop a new tax program or make formal 
recommendations for changes in tax leg- 
islation. 


Inventory accounting procedures in 
many industries have been influenced 
greatly by taxation since the last-in first- 
out method was authorized in 1938 and 
liberalized in 1939. The subject is appro- 
priate for the combination of theoretical 
and statistical analysis with field inquiry 
which is the basic approach in the entire 
tax research program. 


THE MAGAZINE OF WALL STREEt 


The book is divided: into two main 
parts. The first part attempts to answer 
major policy questions in the area of in- 
ventory accounting. Among these are 
(1) How large are inventory profits? 
(2) What is business doing about them? 
(3) What is the general economic signifi- 
cance of different inventory methods? 
(4) How are different inventory methods 
related to general concepts of profits? 

The second part of the book examines 
technical problems having to do with in- 
ventories. Various inventory methods 
are discussed but major emphasis is 
placed on Lifo. 

The author, J. Keither Butters, is As- 
sociate Professor of Business Adminis- 
tration at the Harvard Business School. 
He is co-author with John Lintner of 
Effect of Federal Taxes on Growing En- 
terprises (1945). 

Harvard Business School $3.75 


NATIONAL TRANSPORTATION 
POLICY 
By Charles L. Dearing and Wilfred Owen 


The nature of the transportation sys- 
tem and its problems has been drastically 
altered during the past three decades. 
With the development of highway and 
air transportation and the expansion of 
pipeline and water facilities, effective 
competition has supplanted railroad 
monopoly. To an important degree fed- 
eral transport activities have been re- 
sponsible for this revolution; but fed- 
eral policy has failed to keep pace with 
changing conditions. Today we have no 
national transportation policy, but a col- 
lection of separate and conflicting pol- 
icies. 

The essential role of transportation in 
our economy has been given new empha- 
sis by the recent wartime accomplish- 
ments of the transportation system. But 
it was largely good fortune rather than 
sound peacetime policies which enabled 
us to maintain the domestic economy and 
support our world-wide military opera- 
tions. Today physical and financial de- 
terioration are typical of most of the 
nation’s common carriers. Can we ex- 
pect that the same outmoded national 
policies will maintain effective transpor- 
tation services in the postwar period or 
assure the facilities required for national 
security? 

This analysis of the American trans- 
portation system is focused on the activi- 
ties of the federal government, which 
have become major factors in current 
transport development and control. It 
points out the defects in federal action 
and sets forth a program of needed pol- 
icy revision. It also recommends reor- 
ganization of federal government ma- 
chinery designed to produce a modern 
and efficient transport system. 


The Brookings Institution $4.00 
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You already know how U. S. Savings Bonds are building future 
security for each Bond holder. You know that at maturity each 
Bond will return $4 for every $3 he invests. 


But have you realized how much you can help to as- 
sure the future security of your company by vigorously 
promoting your Payroll Savings Plan? 


IT WORKS TWO WAYS 

First—by boosting employee-participation in the Plan, you in- 
crease the security, stability, and effectiveness of your personnel 
group. More than 20,000 companies with Payroll Savings know 
that corporate success is tied directly to the security of its indi- 
vidual employees. Your workers who invest in Bonds as a hedge 
against their own personal financial contingencies wil] enjoy 
greater peace of mind—will be more contented. more careful, and 
more productive on the job. Your company will benefit from the 
resulting decrease in absenteeism, labor turnover, and accidents. 


Secondly—you help to strengthen the national economy from 
which your company must continue to draw its profits. Bond 
dollars represent a tremendous backlog of deferred purchasing 


power—dollars that will buy your products in the years to come! 
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Furthermore, Savings Bond sales spread our national debt. 


FIVE STEPS THAT BUILD SECURITY 


1. See that a top management man sponsors the Plan. 
2. Secure the help of the employee organizations in promoting it. 


3. Adequately use posters and leaflets and run stories and edi- 
torials in company publications to inform employees of the Plan’s 
benefits to them. 


4. Make a person-to-person canvass once a year, to sign up 
participants. 


These first four steps should win you 40-60% participation 
Normal employee turnover necessitates one more step: 


5. Urge each new employee, at the time he is hired, to sign up. 


The experience of companies throughout the nation indicates 
that at least half of your employees can be persuaded to join— 
without high-pressure selling. All the help you need is available 
from your State Director, U. S. Treasury Department, Savings 
Bonds Division. He is listed in your phone book. 


The Treasury Department acknowledges with appreciation the publication of this message by 


U. S. TREASURY 





This is an official U.S. Treasury advertisement prepared under the ouspices of the Treasury Department and The Advertising Council. 

















A First Step in Your Program for a 


PROFITABLE 1950 


RY this experiment! Imagine that all your securities were sold yesterday. To- 
day you have nothing but their cash value. 


Then ask yourself, “Should I repurchase my former holdings as offering the most 
outstanding prospects for safety, income, profit—or could all or part of my funds 
be used more profitably in the coming year? Should I invest my cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upona replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be slow to 
recover or may suffer further decline. Selected issues are available which offer a 
substantial income, a good degree of security and dynamic growth prospects if 
your purchases are strategically timed. Many are undervalued as measured by 
earning power, capital assets and 1950 potentialities. 


As a first step toward increasing your profit and income in 1950, we invite you to 
submit your security holdings for our preliminary analysis—entirely without 
obligation—if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THe Macazine or Wat Street. A Background of forty-two years of service 
90 BROAD STREET NEW YORK 4, N. Y. 




















